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PREFACE 


The study of recent Mexican history soon discloses that 
the major forces shaping that history were oftentimes external 
and that much of the effort of Mexico in the latest generation 
has been directed toward the attainment of the goal of complete 
sovereign independence. If the Mexican revolutionaries did not 
begin with that objective, they soon discovered that in reality 
there could be no revolution without freedom from foreign inter- 
ference. The story of Mexico's struggle to free herself from 
foreign domination of her oil industry is the principal aspect 
of the revolution which I have studied here. Since, however, 
the oil industry in Mexico could call on resources of great 
weight--economic, legal, and political--as it fought to defend 
itself against the Mexican revolution, I have found it necessary 
to try to inter-relate that fact with the particular element of 
the problem which was the direct object of this study. 

Fundamentally Mexico's problem seems to have been the ac- 
complishment of a revolution in the economic sphere. Her method 
was to revise her basic law and then enforce it as well as she 
dared in the face of internal poverty and external interference. 
The tenacity of Mexico in clinging to her objective throughout 
a generation of tenative advance and humiliating retreat is the 
most striking fact that emerges from a study of recent Mexican 
history. Mexico played something of the role of a David hurling 


stones for a generation at a Phoenix-like Goliath--the interna- 
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tional oil industry--who would not be slain and who, when 
wounded, was succored by the great powers. The surprising de- 
velopment was that under the circumstances Goliath was ever 
dealt a final blow. 
To study the problem of the Mexican revolution as it tried 
to work its way in the economic field, in particular in the oil 
industry, requires recognition of the fact that the problem was 
an international one of significance to all countries, for it 
involved the basie issues raised by economic imperialism sup- 
ported by great powers against the revolution of a weak country. 
An examination of recent Mexican history predicated on that the- 
sis is the subject of this dissertation. 
I should like to acknowledge my indebtedness to Professor 
Charles W. Hackett for his supervisory work in connection with Hj 
this study; to Professor W. J. Hammond for his assistance and 
advice; to Professor Paul Dinkins for direction in the use of 
the Bibliothéque Nationale and the library of the British Museum; 
to Mr. Don Campbell for his aid in my use of the library of the 
United States Embassy in Mexico City; to Mrs. Avis Hadden Hose- 
mann for her technical assistance; and to the University of 


Texas for making possible a year of study in Mexico. | 
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of land and Ee cre sees the juridical condition of 
and the state's international responsibility in 
»+.- Cinvolve) the dominant theme of the harmony 


the state and the international community ... (and) 


the essence of our national history which, looked 
a certain point of view, is the record of the in- 


ternational claims brought against us. --Antonio Gdmez 


Robledo 
The oil 


question ... makes a very nice working model of 


a modern international-economic problem. It has practi- 
cally all the features of the larger problems that are 
disturbing our lives and may be examined conveniently in 
the large, but not overwhelming, volume of conflicting 
propaganda that has been issued by the opposing sides. 
--Hvelyn Waugh 
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CHAPTER I 
THE SPANISH HERITAGE IN MEXICAN MINERAL LAW 


Virtually all defenders of the policy of the Mexican 
government in regard to subsoil mineral wealth of the country 
have begun their defense with a reference to the Mexican heri- 
tage from Spanish law which has been held to justify the Mexi- 
can contention that the sovereignty of the subsoil rests in 
the nation. If, it has been said, in the United States and 
England possession derived from conquest, in the one case over 
the Indians and in the other by the Normans, in Mexico proper- 
ty originated from Spanish grants in which from the first the 
property of the subsoil was a patrimony of the king that was 


1 
not granted with the surface. In Spain, under the law of 


ii 

Manuel de la Pena, Estudio Juridico, Politico, y Econd- 
mico sobre el Articulo 27 Constitucional, 52-53. Hereafter 
cited as De la Pena, Estudio Juridico, Politico, y Econdémico. 


the partida, the property of the mines was so vested in the 
king that they were held not to pass with a grant of land 

even if not specifically excepted, and when included in the 
grant were held only during the life of the king making the 


2 
gift, having to be confirmed by his successors. This prac- 


Sarane?s Xavier de Gamboa, Commentaries on the Mining 
Ordinances of Spain: Dedicated to His Catholic Majesty 
Charles ce ae translated by Richard "Heathfield, 1,17... Here= 
after cited. as Xavier de Gamboa, Commentaries. 


1 


tice in Spanish legal history apparently was first codified in 
the Ordenamiento Real of the collection of Castille in which 
Alphonso XI in the early fourteenth century decreed that all 
mines of any metal and their produce were property of the 
crown and were not to be worked without license or jeunes 


Arp ae, Fiqma gs 


Don Juan I in 1387 granted owners of property the right to 
exploit their subsoil wealth freely so long as two thirds of | | ) 


4 
the wealth removed went to the crown. Don Carlos, December 


Manuel de la Pena, El Dominio Directo del Soberano en ae 
las Minas de México y Génesis de la Legislacidn Petrolera HY 
Mexicana, I, 16. Hereafter cited as De la Pefia, El Dominio ta 
Directo. eo 


19, 1526, issued a decree for the Indies, later reaffirmed by 
Philip II on June 19, 1568, which permitted all Spaniards and 


Indians to take out gold, silver, or other metals from mines i 


which they should discover and to hold and work such mines 
freely, having given an account to the governor of the area 
and to the royal officers.” Philip II on two occasions, | 


on, W. Halleck (ed.), A Collection of Mining Laws of 


Spain and Mexico, 130, quoting decrees of Don Carlos, Decem- 
ber 19, 1526, and of June 19, 1568. 


April 5, 1563, and March 6, 1575, declared that Indians should 


be able to discover, hold, and work freely, as Spaniards, mines 
of gold, silver, or other materials. 


6 
Ibid., 138-139, quoting orders of Philip II. 


Philip II in 1556 issued a royal cédula declaring that 
without prejudicing the royal dominion, radical and direct, 
over mines and minerals, the crown granted the right of free 
search and exploitation of the metals gold, silver, or any | 
other, but in 1559 he issued another law clarifying the crown's 
rights in which he declared reduced, re ninos, and incor- 
porated in the king, the crown, and the royal patrimony all 
the gold and silver of the kingdoms wherever they might be 
Serine All grants were revoked and annulled and were de- - 


IGURSULREMEGU SIS fe 
‘De la Pefia, El Dominio Directo, I, 18. i 


eclared henceforth a part of the royal patrimony except for 
those mines of gold and silver in actual operation before the | 
decrees were issued, and persons deprived of such grants were 


8 
to have one year to present claims for indemnification. i 


Ibid., I, 19. 


However, any subject was given the right to search for minerals 


of gold and silver in either public or private lands, under 


9 
license from the king. It was not until 1578 that Philip II 
Tbhid, 


felt it necessary to clarify title to lands in the New World 
by issuing a decree emphasizing that the soil and land of the 
Indies belonged to the royal patrimony and to the crown with 
the exception of grants conceded by the kings preceding Philip 
or by himself and that lands possessed without just title were 


10 | 
to be surrendered to the crown. This affirmation of the 


10 y 
De la Pefia, Estudio Jurfdico, Politico, y Econdémico, 10. 
De la Pefia who has written extensively on the legal aspect of 
the question of subsoil ownership maintained that this declar- Lik 
ation of Philip II was the clearest statement of the right of ry 


eminent domain of the state upon its territory and that it a 
served as the base not only for the law of 1783 but for Arti- sa 
cle 72 of the constitution of 1857 and for Article 27 of the i, 

constitution of 1917. b. 


crown's property in the New World was followed by a decree of 
Ls 
Philip II in Madrid January 10, 1589, which declared: 


We declare that Indians may be ordered to go to the Mines, | 
provided there be no change of climate to injure their 

health, they having religious instruction and courts to 
protect them, provisions to support them, good pay for H 
labor, and hospitals where those who get sick may be 1 
attended to and taken care of, and the labor be moderate, | 
and there be an inspector to take care that the foregoing i 
be observed: and with respect to the payments for re- | 
ligious instruction and for courts, they shall be at the 

expense of the Miners, as the distribution of the Indians 

is made for their benefit; and they shall also pay the 

necessary expenses of taking care of the sick. 


yal teek (ed. ), A Collection of Mining Laws of Spain and 
Mexico, 149-150, quoting decree of Philip II. This decree was 
particularly interesting in the light of the social service 
demanded by the workers in the Mexican oil industry in 1936. 
See below, Chapter X. 


The ordinance concerning mining issued by Philip II on 
August 22, 1584, first repealed all previous conflicting edicts 
and then granted in property to all persons, even foreigners, 
the mines of silver which they might work or discover, under 
the condition of payment of a royalty to the government, vary- i 


ing according to the silver content of the ore; property in 


a 


gold mines was granted on the condition of the payment of one 

half the produce regardless of ore contents; and similar condi- 
tions were applied to mines of lead, antimony, or copper. 

All persons were enabled freely to search in all the Spanish ge 
kingdoms for mines of gold, silver, or other metals in fields, n 
woods, vacant places, ejidos, or dehesas, whether the land be- . 
longed to the crown, to pueblos, or to private persons, but 
discoveries were to be declared and registered before the 


Justicia de Minas within twenty days after finding. Old claims | 


12 
were to be registered within two months or forfeited. Don 


£2 . 
Ibid., 69-77, quoting ordinance of Philip II. 


Philip III from Valladolid on November 26, 1602, issued the 


following declaration of significance in regard to the Spanish 


B 
view of the application of Spanish law in the Indies: 3 


The Viceroys will cause to be observed in the Indies, so 
far as expedient, the laws of these kingdoms respecting 
Mines. The Viceroys of the Indies will consult with in- 
telligent persons who have experience in the laws of these 
kingdoms of Castille, respecting matters of Mines3 and, 
where they are found to be suitable, they will cause them 
to be observed, enforced, and executed, in all those king- 
doms, where they may not be opposed to what shall have 
been specially provided for each province.... 


1 
sHalleck (ed.), A Collection of Mining Laws of Spain and 
Mexico, 128, quoting order of Philip III at Valladolid. 


Clearly the Spanish crown solidified its dominion over the 
lands of the kingdom and the Indies, surface and subsoil, with Wie 
metals in the subsoil specifically placed under the power of 

the crown. 

With all the declarations coneerning mining property and Hh 
the crown's relation to it, both in the Indies and within ) fs 
Spain, still the mining industry declined and according to a iP, 
decree of Philip IV, June 18, 1629, the drop in production was 
due to the fact that persons were being permitted to suspend 
operations despite the law which allowed mines not worked for 


four months to be called abandoned and therefore open to de- 


nuneciation by third parties; thereafter the decree ordered 


14 
the law to be strictly enforced, In the New World, an in- / 


mee , 134. 


teresting decree of Don Luis Enriquez de Guzman, Conde de Alva, 


viceroy of New Spain, was issued July 5, 1651, in Mexico and 
emphasized that the rights of the Spanish crown in the gold 
and silver taken from the mines of New Spain had been secured 
from the first by law but the law, complained Don Luis, was 


being violated. 


=> =a ES See ee EEC GEE ee 


Adelantado, l. 


The royal order of 1754 illustrated further the Spanish 
crown's view of property in the Indies, for the decree re- 
quired that holders of titles to land pronounce their titles 
and have them confirmed; land holdings in excess of the area 
granted by the title were to be paid for and then to be con- 
firmed by the granting of titles to full possession with 


16 
dominion over land and water. To encourage mining indus- 


16 | 
Standard Oil Company (N.J.), Present Status of the Mexi- 


can Oil "Expropriations," 1940, p. 132. Hereafter cited as 
Standard O11 of New Jersey, Present Status. 


tries in New Spain a circular was issued in Mexico on Septem- 


ber 2, 1785, which exempted from excise duties all tools, 


: 
' 


utensils, and supplies used directly in the working of mines, 


reducing ores, and draining mines. 


ut 
ipa ldeok (ed.), A Collection of Mining Laws of Spain and 
Mexico, 317, quoting circular of September 2, 1785. 


Not until Carlos III issued his decrees of May 20 and 
August 15, 1780, concerning coal did there begin to arise a 
distinction between metallic and non-metallic minerals in 
Spanish subsoil property. The decrees of 1780 as a matter of | 
fact did not alter the nature of the crown's property over | iil] 
the subsoil but they distinguished coal from the metals. Ac- | 
cording to the decrees: 


Considering the abundance of Mines of mineral coal (car- 
bon de piedra) in these dominions, and the great advan- {1 
tages which may result to my subjects from working them U) jst 
on account of the scarcity of forests, and the increased Mi 
consumption of firewood ... coal, for this reason, being ie 
reckoned among the articles of prime necessity; and de- | 
siring the encouragement and extension of these useful | 1 
establishments, I have granted, generally (por punto | | 
general), and for the term of twenty years, as well as 
those interested in the mineral coal of Villanueva del | 
Rio, as to all others of my subjects who desire to work | 


other Mines of this kind, in other Pueblos and provinces 
of these kingdoms, the following favors and franchises: H 


Art. 1. That no person shall impede or prevent the said | 
parties interested in the coal ... from making the exami- | 
nation works, and pits, which they may find expedient ... 
agreeably to the laws and ordinances of Mines; without i 
any other difference than that they shall not be subject | 
to the duty of one fifth, tenth, thirtieth, or any other, 
which is usually required by the Royal Treasury, in me- H 
tallic” Mines. ss. 


Art. 10. When the first discoverers and workers of 
these Mines find it expedient to admit into their partner- 
ship any other persons interested, they may do so3 any 


one of them having also the right to cede, sell, or alien- 
ate the share which he may have in the partnership, to 

any person or persons he may please, either during his 
life or at his death.... 


Art. 14. Finally ... if the said parties interested in 
the mines of mineral coal of Villanueva del Rio, and any 
others who may work other Mines of this class which may 
be discovered, shall cease working them for the term of 
six months, this not resulting from an extraordinary 
accident ... the right which they may have acquired in 
them shall be considered as terminated, and that it shall 
pass to others who may wish to work then. 


18 | 
Halleck (ed. ), A Collection of Mining Laws of Spain and M) 
Mexico, 181-186, quoting decrees of Carlos III, May 20 and | ' 
August 15, 1780. | 
i 


The ordinance plainly applied only to Spain, a point of 
some significance in the light of two pieces of legislation 
which succeeded it. The first of these was the Ordenanzas de 
Aranjuez issued by Carlos III, May 22, 1783, which set up the 
first mining law exclusively ordained for Mexico and which re- I 
mained in effect in Mexico until 1884. According to the Or- 


19 
denanzas: 


Title V. | 


Art. 1. Mines are the property of my Royal Crown, as | 
well by their nature and origin, as by their reunion de- . 
clared in... the Nueva Recopilacién. 


Art. 2. Without separating them from my Royal Patrimony, , 
I grant them to my subjects in property (en propiedad) } 
and possession, in such manner that they may sell them, | 
exchange them, rent them, donate them, pass them by will, | 
either in the way of inheritance or legacy, or in any | 
other manner alienate the right which in the Mines be- 

longs to them on the same terms on which they themselves 

possess it ....6 


Art. 3. Let this grant be understood to be upon two con- 
ditions: First, that they shall contribute to my Royal 
Treasury the prescribed portion of metals; and second, 
that they shall work and enjoy the Mines complying with 
what is prescribed in these ordinances, so that they 
shall be considered forfeited (perdidas) whenever a fail- 
ure shall occur in complying with those ordinances in 
which it is so provided, and that they may be granted to 
any person who for that cause may have denounced them .... 


Title VI. 


Art. 14. Any one may discover and denounce a vein or 

Mine, not only in common land, but also on the private 
lands of any individual, provided he pays for the land 
of whieh he oceupies. the, surface.... 


Art. 21. And I also declare that there shall be consider- 
ed as Treasures, only ancient deposits of coin or jewels, 
of bars or ingots, and other pieces smelted by man or 
buried by thieves, or in some other manner, from time im- 
memorial, so that the owner thereof is unknown. 


Art. 22. I also grant, that any one may discover, peti- 
tion for, register, and denounce in the prescribed form, 
not only Mines of gold and silver, but also those of 
precious stones, copper, lead, tin, quicksilver, antimony, 
zinc, bismuth, rock salt, and other fossils, whether per- 
fect metals or half-minerals, bitumen, or mineral tar 
(jugos de la tierra), they being given to him for his en- 
joyment, benefit, and working.... 


Title VII. 


Art. lw ..e. I prohibit foreigners from acquiring or 
working Mines as their own property (propias) in my said 
Dominions, unless they be naturalized, or tolerated there- 
in by my express Royal License. 


Art. 2. I also prohibit persons belonging to religious 
order (Regulares) of both sexes, from denouncing, or in 
any other manner acquiring, for themselves, or for their 
convents or communities, any Mines whatever; it being 
understood also that the working of Mines cannot devolve 
on the secular ecclesiastics, as being contrary to the 
laws, to the orders of the Mexican Council (Concilio 
Mexicano) ... in consequence of this prohibition, such 
secular ecclesiastics, shall be absolutely obliged to 
sell and transfer to the hands of lay-subjects the Mines, 
or Haciendas for grinding and reducing metals, which, by 
title of inheritance or any other cause, may devolve on 
them ... within the term of six months.... 


10 


Lt 


*uaiieek (ed. ), A Collection of Mining Laws of Spain and 
Mexico, 222-232, quoting Royal Ordinances, May 22, 1753, for 
the Direction, Regulation, and Government of the Important 
Body of Mining of New Spain. Interestingly enough Title XVIII, 
Articles 2 and 8, established a royal seminary of mining in 
New Spain to train twenty-five Spaniards or noble Indians to 
preserve and extend knowledge of mining, the institution to 
be supported by a tax on silver converted into coins at the 
mint in Mexico. Ibid., 296-297. This should be recalled in 
connection with the demands of the oil workers in 1936. See 
Chapter X. 


The articles of the Ordenanzas made it clear that the 
king was owner of the mines, in origin and by nature, and i 
that he granted them on determined conditions, not separating | ! 
them from the royal patrimony; that if the conditions were not | 
met, rights granted would be lost and the king could grant 
them to others; that the substances in the royal patrimony in- / 
cluded gold, silver, lead, and bitumens, or juices of the it 


20 
earth. The Ordenanzas permitted the discovery, solicitation, 


0 Z 

Camara de Senadores, Seccién de Estadistico y Anales | 
de Jurisprudencio, El Petroleo: La Mas Grande Riqueza Nacional, 
18-20. Hereafter cited as Camara de Senadores, El Petrdleo. 


registration, and denunciation of gold, silver, precious stones, 


copper, and other metals, half-minerals, bitumens, or juices f 


al 
of the earth. Although the first legislation regulating it 


21 
Standard Oil of New Jersey, Present Status, 120-121. 
But pure property in these substances in the subsoil was not 
granted, as this very legalistic work failed to point out. 


12 


mining property in Mexico (Nueva Espana), the Ordenanzas pre- 
ceded Mexican independence; the law did declare mining property 
pertained to the state but some question legitimately arose as 


to whether bitumenes y jugos de la tierra included petroleum 


22 
in their meaning. 


a ae : 
Carlos Dfaz Dufoo, La Cuestion del Petroleo, 144. 


As it happened some confusion apparently existed within 
Spain concerning the extent of the sovereign's hold on the 


subsoil, for by decree Carlos III declared on November 28, 


2 
1789: > 


Art. 1. Stone-coal, not being a metal or a semi-metal, eik 
or any of the things included in the laws and ordinances Twp 
which declare Mines the property (propias) of the Royal Hp: 
Patrimony, shall be free for working, and for trade by ¢ 
sea and land, throughout the whole Kingdom, and no im= i, 

pediment shall be placed in the way of its exportation bo 
by sea, for trade in foreign countries. 


Art. 2. Such Mines should belong to the proprietors of 
the lands in which they are, by the word proprietor the 
direct owner being understood, and not the lessee or the | 
holder of enfitensis; without it being necessary to ask | 
for a license from any Court or Tribunal, to work, lease, 
sell, or grant them; but if the proprietor, the Mines 
being once discovered, shall refuse to make use of his 
ownership, in any of the aforesaid modes, in order to 
have it effectively worked, my council, and the Intendent 
of the Province, or the Corregidor of the Partido, shall 
have power to grant the right to work it to the discoverer, f 
he giving to the proprietor the fifth part of its produce. | 


Art. 3. Mines of coal in common lands of the Pueblos 
should belong to the pueblo but if not worked, should be 
granted to the discoverer on the same terms given on pri- 
vate lands. 


13 
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2 

sHalleck (ed. ), A Collection of Mining Laws of Spain and 
Mexico, 336-337, quoting Royal Order, November 28 and Cédula 
of Council of December 26, 1789. 


The right of the landowner to control property rights in coal 

in the subsoil was confirmed by Carlos IV in 1792 and again 
ou 

ipo 7a. The royal cédula of Carlos IV issued in 1789 was 


ou 
Standard Oil of New Jersey, Present Status, 119. 
never in force in Mexico, although it served as a base of 
attack for those who argued that the ownership of petroleum 


corresponded to the surface owner. 


@ / 
prc de Senadores, El Petroleo, 20. Rt 


—— [s 
Still another ordinance affecting coal was issued by H 


26 | 
Carlos IV in August, 1792, by which it was ordered: | 


Art. 1. That notwithstanding the construction (inteli- 
gencia) which has been, or may be, given to the general 
laws and ordinances, that every species of Mines, even 
though not expressly named therein, pertain to the Crown, H 
those of stone-coal shall be of free use, the same as, | 
by ancient custom, are those of iron and other substances 
which are extracted from the bosom of the earth.... 


Art. 3. The direct proprietary owners of lands in which fi 
there are coal Mines, whether they be Municipalities, i 
communities, or individuals, shall be at liberty to dis- | 
cover and work them themselves, or to permit others to 

do so ... at their pleasure without there being requisite | 
any other license or formality than for working, leasing, 

or selling the land itself in which they are contained.... 


14 


Art. 4. The coal extracted from said Mines may be freely 
dealt in, by wholesale or retail, within the kingdon, 
without being subject to Royal or municipal duties of 

any kind ... and those which are exported in Spanish ves- 
sels from any one part to another of my dominions, and 
even to foreign dominions, shall also be exempt from the 
payment of general duties (Rentas Generales), but if 
carried in foreign vessels, they shall be charged and 
made to pay the duties.... 


26 
Halleck (ed.), A Collection of Mining Laws of Spain and 
Mexico, 349-350, quoting Cedula of August 24, 1792. 


The laws issued concerning coal were exclusively for 

Spain. The law of 1780 referred to the “abundance of coal 
2 

mines ... in these dominions." 7 Coal mines did not exist 


5 
Cemeie de Senadores, El Petrdleo, 23. 


then in Mexico in abundance if at all. The law also spoke 
of the increase in the consumption of wood and the stripping 
of the mountains of their timber, but in Mexico there were 


28 
virgin forests virtually untouched. Furthermore the law of 


28 
Tie on. 


1792 ordered that despite other laws to the contrary, coal 
was to be exploited freely as by ancient custom were iron and 
other substances extracted from the earths since that custom 


did not exist in Mexico, the Mexican government has maintained 


15 


2 
that the law referred to Spain only. ? In Mexico mines of 


éIhides 28. Senator Albert B. Fall, while explaining the 
mining ordinances of Spain to a witness before his committee 
investigating Mexican affairs in 1920, declared without quali- 
fication that the Spanish law while retaining title to the 
subsoil applied only to metaliferous substances, not to coal. 
See Investigation of Mexican Affairs, Preliminary Report and 
Hearing of the Committee on ea Relations United States 


Senate Pursuant to-S: Res. _ Directing the Committee on 
Foreign Relations | to ee the Matter | of Outrage OQutrages oO on 


Citizens of the United States in Mexico, 66 Congress, 2 session, 
Senate Document no. ae ae iy 175. “Hereafter cited as Investi- 
gation of Mexican Affairs. 


lead, copper, and iron paid a levy and were not freely ex- ill 
ploited; furthermore, laws of Castille were to be observed in | 
the Indies only if they were convenient and not contrary to 

those especially made for each eehahngn ee Ordinarily the i A 


0 \ 
3 Camara de Senadores, El Petroleo, 28. 1 re 


Spanish government notified directly the colonies when a law 
was meant to affect them. The extraordinary Cortes and Coun- 
cil of the Regency acting for Ferdinand VII in captivity noti- | 
fied the Indies and Philippines even in a time of invasion 

and civil war in Spain when a change in the law affecting 


Ay H 
quicksilver mines was made in January, 1811.7 The fact that | 


1 

‘ Halleck (ed.), A Collection of Mining Laws of Spain and 
Mexico, 384-385, quoting decree of the Cortes and Council of 
the Regency, January 26, 1811. 
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in 1812 a new Spanish constitution incorporated the American 

colonies into the homeland and applied Spanish law to them was 
the basis for the legal contention that the Ordenanzas de 1783 
were displaced before Mexico became independent, thereby free- 


2 
ing combustible minerals from dominion of the stateSD Yet 


2. 
3 Standard Oil of New Jersey, Present Status, 1l2l. 


in 1830, the translator of Xavier de Gamboa declared:>> 


Upon the establishment of independence of the Spanish 
colonies, they all or most of them adopted, in reference 
to mining, the laws existing previous to their separa- 
tion from the mother country, with such modifications 
only as were rendered necessary by the alteration from 
a monarchial to a republican and federal form of govern- d 
me ns ° | io 


" ——— 


33 


Xavier de Gamboa, Commentaries, I, vi. ie 


The treaty signed at Cérdoba August 24, 1821, between the 
Viceroy and the Commander of the Mexican army by which the 


independence of Mexico was recognized, declared that the pro- . 


visional government would govern in conformity with the laws 
in force in every respect except where they conflicted with 
the Plan of Iguala until a constitution could be written; | 
when the constitution was written it did not touch on civil | 


34 
legislation, leaving previous civil laws in effect.” After 


dy 
3 De la Pefia, EL Dominio Directo, 60. 


Iturbide was overthrown, the Treaty of Cdrdoba was renounced, 
but by express act of Congress only in its political provi- 
sions, leaving in force the guarantees of religion, indepen- 
dence, and union and other things in the treaty not opposed 
to the new regime, including Spanish civil ee | Specifi- 


3? th4a., 60-61. 


cally in regard to mining, the Congress on October 7, 1823, 
ordered suspended the portions of the Recopilacién de Castille 
and of the Recopilacidén de las Indias which required foreigners 
to be naturalized or to receive express license to acquire and 


36 
work mines. The implication that in other respects the pre- 


6 
3 Halleck (ed.), A Collection of Mining Laws of Spain and 
Mexico, 403, quoting decree of the Mexican Congress, October 


7, 1823. 


vious practices and laws did remain in force was clear. 
Foreigners were prohibited by the law of colonization of 1824 
from acquiring real property within a zone twenty leagues 
from the frontiers, a restriction continued in the law of 


37 
1828. Even the acquisition of surface real property in 


3? 


Secretarfa de Industria, Comercio, y Trabajo, Documentos 


Relacionados con la Legislacién Petrolera Mexicana, II, 94. 


17 


18 


Mexico was forbidden to foreigners by a law of 1837 unless the 
foreigner were married to a Mexican woman, naturalized, and 
subject to Mexican law regulating real gnenandvat 


3° opta., Tie 9m 


On the other hand some authorities argued that the new 
Mexican state did not heir the attribute of the Spanish crown, 
pointing out that it would be absurd to suppose that the state ' 
took over the rights which the Spanish monarchs exercised in qt 


3 
regard to male onee® The Spanish kings might or might not 


e Bel eset Mendoza, La Controversia del Petroleo, 501. id 

Me 

sa 

have been legitimate owners of the soil and subsoil; in the Vb 


juridicial state which they headed their dominion could not 
pass to the nation or to individuals except in all its inte- 


grity in which case either the private property was irrevoca- | 


ble, including the subsoil, or the pretension to nullify the i 
effects of the civil law on the subsoil in regard to private 
holders made it equally useless for the monarchs preceding 


4O 
the private holders. Other authorities argued that neither 


= id., 500-502. 


in Spain, Mexico, or any other Spanish dominion, was a law 
issued contradicting the Ordenanzas de Aranjuez and that the 
contention that with independence Mexico broke all ties with 
Spain and took over none of Spain's rights could not be de- 
fended, since the Treaty of 1836 renounced Spain's rights in 


YL 
Mexico in favor of the Mexican government. In this way 


i 
La Cuestién Petrolera Mexicana: El Punto de Vista del 


Ejecutivo Federal, 27. 


Mexico acquired for the nation ownership of the baldios and 
public buildings and accepted after independence the laws then 


in existence, continuing to enforce the Ordenanzas de Minas. 


42 
id. 


In this view, the Treaty of Peace and Amity signed between 
Mexico and Spain in 1836 vested the rights of the Spanish 
crown in the government of Mexico, transferring them to the 
government, including the Spanish law that title to the sub- 


4 
soil lay in the sovereign. 3 Despite the change of sovereignty 


ation of the Oil Companies Properties in Mexico, 23. Here- 
after cited as Government of Mexico, The True Facts. 


resulting from the war for independence, the Ordenanzas con- 


19 


20 


tinued to be the mining code for Mexico and the Mexican nation 
merely substituted its own sovereignty for that of the Spanish 
crown and heired its patrimony, not excepting deposits of coal 


mn 
and..oil. 


Camara de Senadores, El Petroleo, 21. 


Some legal views have held that the king's title after 
independence passed to the respective states of Mexico which 
acquired title to the mines within their limits and codified ‘hal 
their ley comin, embodying the general rule that the surface 
owner held everything on the surface and below, subject to 
easements, police regulations, and special mining laws3 com- 
bustibles were put under the coal ordinances of the king in 


45 


some cases and in others under the Ordenanzas de Aranjuez. ih 


4 
Patandaen Oil of New Jersey, Present Status, 123. | 


It was not until 1884, however, that the State of Coahuila 


issued an ordinance declaring the coal deposits to be the 


46 i 
property of the landowner, and the first constitution of | 


46 
id. 


Texas clearly stated, as if from necessity, that mines and 


4 
minerals were released to the owners of the soil. During 
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o_o S. Person, Mexican Oil: Symbol of Recent Trends 
in International Relations, 63. Hereafter cited as Person, 
Mexican Qil. 
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one of his periods as president of Mexico Santa Anna decreed 
(March 11, 1842) that foreigners could acquire property in 
mines of gold, silver, copper,, quicksilver,..iren, .and)coal 
when they were the discoverers and in accord with the ordi- 
nances of the government affecting such activities. The de- 
cree also included a provision requiring that foreigners be 
absolutely subject to existing Mexican law and that all ques- 
tions arising in regard to their property were to be settled 


under Mexican law, not through diplomacy. The same provi- 
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Halleck (ed.), A Collection of Mining Laws of Spain and 
Mexico, 427-428, quoting decree of Santa Anna, March 11, 1842, 


OE A a SEE OR ee ee a a eS ee SS SS ER Se 


49 


sions were repeated in a law of February, 1856. 


- sicniuneniiannies 
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"oe la Pena, El Dominio Directo, II, 273. 
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The Mexican government in 1863 regarded the Ordenanzas 
as being still in effect in regard to coal as well as for 
other minerals, for in that year Minister Alcaraz of Judrez's 
cabinet declared that deposits of coal, like mines, were under 


the direct dominion of the nation and that in the case of 


mines or of coal the cession of the nation was dominio util 


21 


to citizens who enjoyed that right as a property right defined 


6) 
by the Ordenanzas de wswag.? The Supreme Court of the United 
Ou. / 
Camara de Senadores, El Petroleo, 21. 


States declared in 1862 that in Mexico questions concerning 
mines and mining rights were dependent primarily on the terms 
of the Ordenanzas de Aranjuez which even though preceding 
Mexican independence remained to that date the sovereign law 


a. 
of 43 uBe0? The Chief Justice of the Supreme Court of Mexico 


1 
Charles P. Howland (ed.), Survey of American Foreign 
Relations, 128, fn. 


ruled in 1881 that the Spanish crown had given Mexico a spe- 
cial mining code in the Ordenanzas, since it was specifically 
issued for Nueva Espana, which persisted in Mexico as the 
supreme law of mining, conserving the same force and embracing 
within the sovereign, Mexico, the same extension held by the 


52 
Spanish sovereign in 1783. In 1882 the Supreme Court of 


os 
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Camara de Senadores, El Petroleo, 23-6 


Mexico again ruled that the Ordenanzas were in force in Mexico 
and that subsequent Spanish laws applied exclusively to the 
deprived oF> In Mexican law it was accepted until 1884 that 


22 


23 
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the Spanish rule of regalia was in force and that the Ordenan- 

zas de Aranjuez constituted the first mining code even after 
oy 

independence. That the Spanish crown's ownership of all the 
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Manuel Gonzalez Ramirez, El Petrédleo Mexicano: La Ex- 
propiacidn Petrolera ante el Derecho Internacional, 161. — 
Hereafter cited as Gonzdlez Ramirez, El Petrdleo M Mexicano. 


lands under its control was such that the right of private 
property was excluded except for grants made giving possessions 
equivalent to property but revocable without redress at the 
king's order is one interpretation of the Spanish system in 
Nueva Espanas whether the law of reversion meant that from Hp 
1521 on all rights of individual ownership might be revoked | 


bs 
without iedenaiew ad was a moot question. After 1884 in Mexico | | 


| 

yerere Molina Enriquez, "Mexico's Defense," in Atlantic | 

Monthly, CLXIII, 382. | 

it became a problem developing under Mexican law, evolving 

from and in some cases departing from Spanish law. | 
It should be noted that in Spain in 1836 the law of ex- H 

propriation of private property for public benefit declared 


no person, corporation, or establishment of any type could be 


deprived of its property for public benefit except after a 


solemn declaration that the use for it was of public utility 
and that this property was necessary for it; that a just price 
be set for the property; and that the indemnity be paid. Pub- 
lie utility was defined as consisting of those works which had 
for their direct object proporcionas to the state in general 
or any uses or fruits of common benefit that might be executed 


6 
by the suxgeed Royal orders of September 19, 1845, and Octo- 


6 , 
zi Fernando de Madrazo, Espropiacion Forzos 4 por Causa de 
Utilidad Publica o Sea Esposicidén de las Formulas para Tocar 


tiva a Esta Materia, 132. Hereafter cited as De Madrazo, 
Espropiacion Forzos 4 por Causa de Utilidad Publica. 


ber 10, 1845, made unnecessary previous indemnification for 
damages, prejudice, or rights-of-way caused by the prosecution 
of public utility; a royal order of May 1, 1848, declared that 
since it would be detrimental for public works to be suspended 
pending determination of indemnity for damages or property 
lost, and practically impossible to comply with the law for 
previous indemnification, that the law of 1836 and the orders 


of September-October, 1845, must be complied mc Wa An in- 


”” tian, 138. 


struction of January, 1853, clarified that order by declaring 
that temporary occupation of all property was subject to the 


royal orders of September 19, 1845, the instruction of October 


au 
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10, 1845, and the royal order of May, 1848; permanent occupa- 
8 
tions were to be subject to the law of 1836.° A royal decree 


nia. 141. 


of July 27, 1853, ordered that expropriated property be evalu- 
ated by experts, that valuations submitted by property owners 
be verified by them, and that once indemnification was pro- 

vided in accordance with the law, the work should go on re- Mt 
gardless of apecicene 2 Whereas the law of 1836 left the 


7 Dotdey Vae-1h6, 


determination of expropriatory acts to the executive power 
exclusively, the Spanish constitution of 1869 changed this to 
expropriation by judicial order only, with the unaltered part 


60 
of the law of 1836 continuing in force. A new law concern- 


id., 149-150. 


| 
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ing expropriations for public utility in October, 1869, pro- | 

vided for previous indemnification before occupation of proper- il 

ty expropriated permanently; for temporary occupations, indem- 
nity before occupation was not required but a sum sufficient 


to cover indemnity was to be deposited if the work was being 


61 
executed by concessionaries or contractors. In the Spanish 
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mineral code of 1912 the law declared that the code applied 

to all substances of the mineral realm whatever might be their 
origin, nature, or deposit with the exceptions of vegetal tier- 
ra and surface waters; the state had the power to exploit them 
directly or concede their enjoyment by means of grants to in- 


62 
dividuals or companies. The Spanish legislator also ceclared 
2. / / 
Salvador Rodriguez, La Cuestion Petrolera Mexicana, n.p. 


in this law that the detailed classification of mineral sub- 
stances was to be left open indefinitely so that in case of 
doubt or new commercial developments the state would lose none 


L 


of its rights to the sibeotmge® 


An amendment to the Mexican constitution in 1883 permit- 
ting the federal government to enact a federal mining code led 
to the passage in 1884 of the first federal mining code by the 


64 
Mexican republic and introduced a new era productive of con- 


64 
Standard Oil of New Jersey, Present Status, 124. 
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troversy and strife in regard to the ownership of the subsoil 


wealth of the Mexican territory. 


CHAPTER II 
THE EVOLUTION OF MEXICAN MINERAL LAW, 1884 - 1909 


The mineral code of 1884 broke the traditional Spanish- 
Mexican principle relating to the ownership of the subsoil. 
It granted to the owner of the soil petroleum and other sub- 
stances which did not have to be denounced or receive special 
adjudication for their exploitation, providing only that the 
owner of the land would be subject in his works to the police 
power and to the rules of the code relating to conservation 


3 
and to security for the workers. Specifically, the mining 


code of November 22, 1884, provided in Article 10 that the 
exclusive property of the owner of the soil, without the ne- 
cessity of denunciation or of special adjudication, extended 


to coal, rocks of the earth, and petroleum, the owner being 


2 
subject in his works to the police law. The dient 


2 4 / “ ; 
Gobierno de Mexico, El Petroleo de Mexico: Recopilacion 
de Documentos Oficiales del Conflicto de Orden Econdémico de 


Motivos y Consecueneias, xxvi. Hereafter cited as Gobierno 
de México, El Petrdleo de Mexico. 


Consisting of Pedro Bejarano, M. M. Contreras, and Fran- 
cisco Bulnes. 
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‘which formed the code and presented it to the legislators de- 
clared that in order to avoid all doubt as to the application 
of the law, Article 10 detailed the cases in which the owner 
of the soil could enjoy without the necessity of denunciation 
a number of inorganic substances and also petroleum and waters} 
in the case of waters it merely continued a long-established 
right of the land owners to enjoy the surface waters or to open 


4 
wells. Since oil was found in deposits similar to pure or 


4 , 
Documentos Relacionados con la Legislacion Petrolera TRE | 
Mexicana: El Codigo de Minera en l a ee 87-88. iy | 


salt water and since its enjoyment did not require excavations 


like those of a mine, the committee thought it should be clas- 
sified like the deposits of water, leaving to the proprietors ‘a 
enjoyment of all substances which for their exploitation did ( 


cc | 
not require the opening of a mine. | 


*Thid. i 


The meaning of the law of 1884 lay at the bottom of most | 
of the subsequent controversy in Mexico concerning property | 
in the subsoil. The Mexican view, according to debate in 
1905 in the Mexican Academy of Legislation and Jurisprudence, 


was that the law merely exempted from denunciation subsoil 


deposits on private property but that it did not signify that 


6 
the right was exempted from state power. Luis Méndez, presi- 


6 
Antonio Gémez Robledo, The Bucareli Agreements and In- 
ternational Law, translated by Salomdn de la Selva, 12. Here- 
after cited as Gémez Robledo, The Bucareli Agreements. 


dent of the Academia de Jurisprudencia, in 1905 declared that 
the argument that the laws of 1884 and 1892 were only gracious 
acts of concession by the legislator who believed them to be 
in the public interest, and therefore that they did not revoke 
the power of the legislator to reclaim the same grants for 
public good when he thought it necessary, was weak. The argu- 
ment was that the legislative power was limited by the consti- 
tution which granted, in respect to the rights of man, certain 


irrevocable guarantees suspendable only in times of danger. 
i % a2 / 
Diaz Dufoo, La Cuestién del Petroleo, 147-148. 
The Academy ruled in 1905 that a law destroying rights granted 


under the laws of 1884 and 1892 would be retroactive and con- 


8 
trary to the constitution. In this view, regardless of the 


validity of the later arguments favoring nationalization, the 


law was contrary to it; the Mexican system had established 


that certain inorganic minerals pertained to the state with 
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revocable concessions granted to private persons, but it had 
also established irrevocable dominion to other subsoil sub- 
stances, including oil, in the surface owner and no law af- 
fecting those rights could be legal under the constitution of 
1857.7 That was the view of the United States Department of 


itd 


State which declared that the Mexican mining law of November 
22, 1884, gave foreigners the right to acquire mining property 


and exclusive property in surface or subterranean petroleum. 


0 
Oil Concessions in Mexico. Message from the President 
of the United States Transmitting Report of the S cecretary of 
State in Response to Senate Resolution No. . 30, Submitting — 


in Mexico, 69 Congress, 2 session, Senate Document no. 210, 
p. 2. Hereafter cited as Oil Concessions in Mexico. 


The opposing views concerning the meaning of the law of 
1884 approached the question from several routes. One was 
that the law of 1884 granted property in the substance in the 
subsoil and not in the subsoil itself. 7? That opinion held 


3 
Secretaria de Industria, Comercio, y Trabajo, Documentos 
Relacionados con la Legislacion Petrolera Mexicana, II, 300. 


that the law of 1884 granted rights which were not in the 


nature of contract rights but were a gift of the state, a 


32 


grant, permitting the owner of the soil to explore freely his 
subsoil with the understanding that the privilege could be 


12 
revoked at the will of the sovereign. The code conceded a 


2 y 
Fernando Gonzalez Roa, Las Cuestiones Fundamentales de 
Actualidad en México, 61. 


t 
right to acquire property, not the property right itself. 


_— 


t 
3Thid., 106. 


Sale 


The only effect of Article 10 of the law of 1884 was to permit 


the owner to exploit freely; it did not change property rights 


and, although it altered the fundamental principles of Mexican 
legislation in regard to minerals, it did so only to make a 

14 
concession of general type, according to this view. Accord- | 


14 
La Cuestién Petrolera: El Punto de Vista del Ejecutivo 
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Federal, 35-37. 


ing to the Mexican government of a later period the declara- 
tion in the law that surface owners might exploit and utilize 
the petroleum and gas springs without the necessity of filing 
special claims clearly meant that the surface owners were 
merely granted rights to exploit and use the oils so long as 
owners did not exercise the right by reducing oil to posses- 


2 
sion, they did not become the owners of the oil in the subsoil. 


Government of Mexico, The True Facts, 24. 


Therefore, the laws passed in regard to the subsoil did not 
vest title to oil in the subsoil but granted authorization to 
surface owners freely to exploit the subsoil and to reduce the 
oil te re ik Accordingly Article 10 of the mining 


16 
Ibid., 25. 


— 


code of 1884 was to be limited stringently in its interpreta- 
tion to signify not a right of property but a title of appro- 
priation of oil which might be discovered and possessed, this 


1 
line of thought argued. Q In that view the property granted 
tle / 
Salvador Mendoza, La Controversia del Petroleo, 223. 


in the law of 1884 was not the absolute property of Roman 
18 


Lawe 


1S eas Vazquez Schiaffino, Joaquin Santaella, y Aguiles 
Elorduy, Informes Sobre la Cuestion Petrolera, 18. 


According to the Magistrado de la Suprema Corte de Justi- 
cia in 1921, if the law of 1884 had applied to radium what 


owners would have been granted would have been the right to 


have the substance when it was discovered among the minerals 


33 


34 


of the subsoil, but, if it were not known to be there, the 
most that could be said would be that they had the right to 
19 


search for it. 
19 / 
Mendoza, La Controversia del Petroleo, 573. 


The mining code of 1884, when it spoke of the right of 
the owner of the soil to the oil, could not be understood to 
have created a property right but only a pre-eminence in en- 
gendering such, pending the positive acts by which were deter- 
mined the possession of things and the ends of the law, de- 
Article 10 of the law of 1884 did 


clared Botella aceneiee? 


20 y, 
Juan Botella Asensi, La Expropiacion en 
cano. El Caso del Petrdleo, 42. Hereafter cit 


Asensi, La Expropiacion. 


el Derecho Mexi- 
eda 


s Botella 


give exclusive property of the oil to the surface owner, but 
it did not grant the subsoil itself, establishing in regard 
to the subsoil only a preferential right to explore, repeated 


2. 
the Mexican government. The Mexican legislator did with- 


aciahaea de Industria, Comercio, y Trabajo, Retroacti- 
vidad de la Constitucién de 1917 y de la Legislaciodn del Petro- 
leo: Estudio Juridico del Lic. Manuel de la Pefha. El Abogado 
Kellog, y el Caso México: Refutaciones de los Sres. Licencia- 


dos Aguiles Elorduy y Manuel de la Pefla, 9. Hereafter cited 


as Secretaria de Industria, Comercio, y Trabajo, Retroactivi- 
dad de la Constitucion de 1917 y de la Legislacion del Petroleo. 
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draw after 1884 from the Spanish principle of the regalia and 
incorporated the ownership of the oil in the owner of the sur- 
face, placed after that in the rule of common property to be 
adjudicated by the Mexican civil code, contended Gonzalez 


y re 
Ramirez. 


2 z / 
Gonzdlez Ramirez, El Petrdleo Mexicano, 164. 


Mexico's first civil code, that of 1870, declared that 


the surface owner was also owner of the subsoil, except that 


. — 


the surface owner could use land only in accordance with a 

mining law to be passed, and the code prescribed that filing 
of claims, grants, operations, and everything connected with ip 
mining would continue to be governed in the meantime by the ft 


2 | 
special mining ordinances. 2 Until the law was issued, those bl 


Government of Mexico, The True Facts, 133. 


engaged in exploiting minerals were not the owners thereof but 


concessionaries who enjoyed the right to exploit captured 
a | 
minerals. The Mexican civil code of 1884 in Article 731 de- ! 


pia 134. 


————° 9 


clared the same property rights as Article 10 of the mining 
code of 1884, the right to possess and enjoy the fruits of the 


2 
thing possessed by the first possessor. 4 That would apply to 


23 


Sindicato de Trabajadores Petroleros de la Republica 
Mexicana, Comite Ejecutivo General, La Cuestion Petrolera: 
Sus Diversos Aspectos, 3-44. Hereafter cited as Sindicato de 
Trabajadores Petroleros, La Cuestién Petrolera. 


both the surface and the subsoil and proprietorship could be 
extended within the earth as far as the proprietor wished and 
could extend it, but from deposits from which no property had 


been extracted, for any reason, no private right would exist. 


20 ours. “5, 


Consequently owners who did not exercise their rights to ex- 
ploit the subsoil by reducing oil to possession did not become 
the owners of the oil in the subsoil, according to the Mexican 


2 
government. ‘ The law of 1884 could not but be interpreted in 


pe 
pa: of Mexico, The True Facts, 24. 


terms of the civil code of 1884 according to which, in so far 
as he had not captured the oil, the oil could not be the object 


of appropriation by the ae Oil, like treasure, would 


8 ’ / 
Gonzalez Ramirez, El Petroleo Mexicano, 173. 
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ee 


become property when it entered into possession and not before, 
and in the light of the Mexican civil code there could be no 
property upon a thing not discovered or not known; nor could 
one object to a change in the law of treasure because while 
not discovered the surface owner did not possess property in 


2 
treasure, the Mexican argument continued. 4 In Article 769 


the civil code stated that treaures were never to be considered 


0) 
as a fruit of the soil? and therefore not to be included in 
O oo @? 2 5 ? 
De la Pefla, Estudio Juridico, Politico, y Economico, 52. 


possession with the soil. 

When it was said that the proprietor of the surface also 
was the proprietor of the subsoil it seemed that a principle 
was established by which the same rights which held on the 
surface were also held below, but the most scrupulous observa- 
tion of that principle would have permitted only the concept 
that certain objects known and determined and subject to do- 


minion were referred to, according to Mexican lawyers. 


El Petrdoleo Mexicano, 171. 


L : , 
Gonzalez Ramirez, 
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Gonzdlez Ramirez argued that utter confusion would result from 
the claim that one was proprietor of that which might be dis- 
covered in the subsoil, whether anything was known to exist 
there or not. The appropriation of property implied its in- 
clusion in commerce, a thing which could not be realized ex- 
cept when the property was in a state that permitted its clear 
distinction and valuations oil in deposits was unknown and un- 
certain and ownership of it could not be manifest so that 
property, which could only exist in things described and hav- 
ing being, could scarcely be said to apply to oil undiscovered 
in the subsoil, in the Mexican wens Further, since Article 


SL ds, PUES 7: 


2828 of the civil code stated that only things of commerce 
could be objects of sale or purchase, contracts which tried 

to transmit subsoil rights, or even real property, to foreign- 
ers were void, in the light of the civil code and of the Mexi- 
ean laws concerning the inability of foreigners to acquire 


real property in toxieen”” Oil, like running waters, wild 


eeeeetanta de Industria, Comercio, y Trabajo, Documentos 
Relacionados con la Legislacion Petrolera Mexicana, II, 102. 


animals, and birds, under this interpretation of the law, was 


res nullius in its natural state, having no actual owner be- 


Ah 
Hy 
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cause no one had reduced it to property by means of possession. 
Such things even when found on private property did not belong 
to the owner of the property but to the state as other vacant 


4 
‘senate The enjoyment of such a right would not be exempt 


4 ) 
3 Sindicato de Trabajadores Petroleros, La Cuestion Petro- 
lera, 70. 


from modification except by the road of expropriation any more 


than the right to enjoy game would be; it would be impossible . 


—— 


to determine the indemnity due for something no actually in 


commerce, immeasurable, and not possible to value Mexican law- 
it 

yers deetaveds States could not renounce the right of emi- 

35 ica 


, Gonzdlez Roa, Las Cuestiones Fundamentales de Actualidad i 
en México, 103-104. hw 


nent domain in a general manner because it pre-existed con- 


36 


stitutions and was necessary to the existence of the state. 


Ipid., 61. 


While dominion upon the mines was eminent domain, it was 
of a different nature from that exercised upon common things 
in the sense that the state exercised a fuller power upon pri- 


vately held mineral deposits since it never gave up completely 


its power to intervene in the property of the subsoil; to re- 


4-O 


nounce such domain upon the subsoil would be a renunciation of 
the right to legislate upon it and to give up the reversable 
character of mining property which derived from sovereignty, 
an act beyond the power of the mining code of 1884, since the 
constitution of 1857 granted no more power to the government 
than the regulation of such sak aaa 


Alasras 36. 


Furthermore, the Mexican argument went on, the moment 
that oil was recognized as a mineral, it became subject to the 
mining laws and could not belong to the surface owner, for the 
law of 1884 could not change the nature of oil and therefore 


8 
could not exempt it from the mineral Lawes? Although the law 
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3 La Cuestion Petrolera: El Punto de Vista del Ejecutivo 
Federal, 33235 


ed 
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did leave oil to ordinary legislation, both the civil code of 
the Federal District and the civil codes of the states declared 
that a proprietor had the right to do as he would with his 
property save for the mining legislation; so oil, even though 
submitted to ordinary property rights, because of its nature 


as a mineral remained subject to the mining otigleetone’ 
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The Mexican government itself indicated that opinion when in 
1887 a law was passed which exempted mines of coal, of oil, 
and of iron from all imposts except the stamp tax imposed by 


4O 
the mining laws. It would be absurd to admit the full do- 


ee ee 


on 
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Secretaria de Industria, Comercio, y Trabajo, Documentos 


Relacionados con la Legislacion Petrolera Mexicana, II, 309. 
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minium of the state upon the minerals and then to make a divi- 


sion between them and combustible minerals. 


LL ¢ ; ‘ 
De la Pefla, Estudio Juridico, Politico, y Economico, 53. 
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The law of 1884 lasted only eight years and the authors 


ed 


of the law of 1892 had good reason to abolish the novel idea 
of "exclusive property" and to give the property owner only 


the right to exploit, returning to the nation dominio directo. 


Secretaria de Industria, Comercio, y Trabajo, La Ley 
Mexicana del Petroleo y su Reglamento: Comentarios, 10. 


The mineral law of June 4, 1892, repeated the provisions of 
the previous law of 1884, stipulating that the owners of the 


soil could freely exploit without the necessity of a special 


‘ 


4 
concession any combustible minerals, oil, and mineral waters. 
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Manterola, La Industria del Petrdédleo en México, 5. 
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ED I TR SED URED 


ditions leading to the passage of the law of 1892 and it made 
clear that no fundamental change in the kind of title held in 
mining properties was intended but that what was involved was 


merely a granting of more secure title to stimulate development 


ly 


of mining. 
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Howland (ed.), Survey of American Foreign Relations, 
132 fr. | 


FRR ee mR RE ERR Le ES em a RSS < Oe SES | a Ee oe Ee 


n i 
The law itself declared: 4 Witt 


Art. 4. The owner of the soil may exploit freely without 
the necessity of a special concession in any case the 
following mineral substances: Combustible minerals. 

Oils and mineral waters.... ie! 


Art. 5. Mining property legally acquired and that which fut! 
may be acquired under this law shall be irrevocable.... ‘La 


Art. 6. The first title to mineral property which is ' 
newly acquired shall be issued by the Secretaria de Fo- | 
mento.eece 


T{tulo II 


Art. 13. ..-in lands of private ownership mineral ex- | 
plorations cannot be made without the permission of the | 
owner or his representative. But in case he cannot ob- 

tain this permission he shall be able to ask the proper 
administrative authority who shall give it in accordance 
with the established rules.... 
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The Reglamento de la Ley Minera was also issued in 1892: 


Art. 11. If the exploration is to be carried out on pri- 


43 


vate property, the exploring party shall solicit the per- 
mission of the owner or his representative, who, in case 
of granting it, shall give to the exploring party the 
written statement, marking off in it the limits of the 
land he has verified for exploration. This statement 
shall be presented by the explorer to the Agent of Fomen- 
to who shall take due notice thereof and return it to the 
explorer.... 


Capitulo IV 


Art. 43. The mineral substances enumerated in Art. 3 of 
this law cannot be exploited without previous concession 
and likewise no work in mines or deposits of said sub- 
stances shall be permitted which is not protected by a 
legal title duly registered.... 


Omnia. , 35-45. | 
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In addition, the law of 1892 in articles five and twenty- 
nine modified the system of denunciation and expropriation, mM 
replacing the previous one by a system of imposts, imposts hit 
applicable to mineral properties previously acquired; this tax be 
was not a mere fiscal tax, for the impost could affect the con- | 
tinuation of a property right since if the surface owner did 
not pay it, the right was lost, contrasting to the general con- 


dition in regard to taxes when the state received by judicial 


hh 
sale what was due it and not the full property right. 7 The 


by 
‘cami le Barefa Trelles, El Imperialismo del Petroleo y 
la Paz Mundial, 229. 


Department of State of the United States viewed the law of 


1892 as permitting owners of land to work freely without any 


special permission whatever mineral fuels and oils, and mining 
property legally acquired at the time of the enactment of the 
law and thereafter acquired was held to be irrevocable and 
perpetual so long as the federal property tax was paid. The 
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Qil Concessions in Mexico, 2. 


law also distinguished between substances requiring concessions 
and those not and removed the limit on the number of claims 

re 
permitted by one applicant. ? Nevertheless the law of 1892 


y 
7g) N. Branch, "Brief Analysis of Concessions in Mexico," 


in Mexican Year Book, 1920-1921, pp. 10-ll. 


did not clearly establish property in the subsoil, dealing pri- 
marily with rights of exploitation in its terms. 

Until 1901 no further laws affecting mining rights were 
enacted; at that time the Mexican government issued the first 
of its mineral laws dealing solely with petroleum. The law, 
passed in December, 1901, gave the federal executive power to 
issue concessions for the purpose of making explorations in 
the subsoil of the national lands or lakes and lagoons of 
federal jurisdiction; concessions granted were to cost five 


centavos per hectare and permits for exploitation of oil dis- 


6) 
covered were to be issued for ten yoaday’ The law did not 
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wean Andrade, Codificacién Petrolera Contiene Todas 
las Leyes, Circulares, Disposiciones, poses) Reglamentos, 
y Aclaraciones Dictadas desde el Afio de 1887 a 1920 en Materia 
del Petréleo, Debidamente Arreglada, recueice Goncerdads, 
11-13. Hereafter cited as Andrade, Codificacion Petrolera. 
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establish new conditions for ownership, however, in which case 
it followed that the terms of the Cddigo Civil operated, re- 
quiring that possession be signified by the holding of a thing 
or the enjoyment of a rights; consequently concessionaries had 
to execute material acts of installation, exploration, or ex- 
ploitation upon the land itself in order that possession might 


i 
begin and be ee: Discoverers of oil were to enjoy 


i is , 
oes Jorge Vera Estafiol, Cuestiones Juridico-Constitucionales, 
at 


the following privileges: to export free of imposts all pro- 
ducts of the exploitation; to import free of imposts a single 
time machinery for refining oil, pipes necessary, accessories 
to pipe lines, storage tanks, etc., with capital invested in 
oil exploitation to be free of all federal taxes except the 


2 
stamp ae, The government thus could issue concessions in 
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federal zones to companies established within Mexico. > The 
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Gobierno de México, El Petroleo de México, xxvii. 


law signified the fullest privileges for those granted conces- 
sions and under it were granted full concessions upon the na- 
tional lands which were monopolized by one group of interests-- 
English and American--and which later constituted almost in- 


vulnerable apisedezes & In respect to exploiters of other 


ena cteme 
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than national lands, the law of 1892 continued to apply. 


About the only restrictions placed on the exploitation ee 


of the oil were provisions forbidding the drilling of wells | fH 
within towns or within three kilometers of some previously Ne 
5 ia 
discovered gana? The law of 1901 was designed to favor the i | ) 
2 tHia, 
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activities of Sir Weetman Pearson who, under it, received con- 


cessions to work in the terrenos baldafos and the national . 


1 
6 
lands, and drilled a hundred wells before he found ofl.” i 


GearonTe Que Rinde a la Junta Federal de Conciliacion y 
Arbitraje la Comision Pericial en el Conflicto de Orden Econd- 
mico en la Industria Petrolera. Presidente: Efrain Buenrostro; 
Secretario: Jestis Silva Herzog; Vocal: Mariano Moctezuma, mimeo- 
graph, I, 8-9. Hereafter cited as Informe Que Rinde a la Jun- 
ta Federal. 
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The first effort by the Mexican government to write a 
general petroleum law was made in 1905, an effort which was 
abortive but of great significance because of the proposals 
made in the law which would have returned completely to Span- 
ish legal theory in regard to the subsoil. According to Ed- 
ward F. Doheny, as soon as the first oil well was brought in 
a professor in the geological institute tried to have petro- 
leum easdonsliveae A similar view was expressed by the 


| 
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”! sevesuieatian of Mexican Affairs, I, 217. "“Aguilera," 
according to Doheny, probably referring to Aguiles Elorduy. Witt 


8 
Standard Oil SVT Te fe 


As early as 1905, Mexican radicals bethought themselves 
of a simple way to acquire the oil which the foreigners ; 


ig 
had brought into production in Mexico.... Had they suc- isa 
ceeded, they would with one stroke have robbed the for- Nk 
eign oil companies of the fruit of their toil.... si 


Squeezing, 2. 


| 
at Tee Oil Company of New Jersey, The Fine Art of 
The projected law of petroleum of 1905 declared the works 
for drilling in search or exploitation of oil to be of public 
utility and that in the future such activities only could be | 
carried out, even on private property, after the receipt of 


previous permission from the Secretaria de ie Pl The 


9 


Mendoza, 


La Controversia del Petroleo, 230. 


law, proposed by the Secretaria de Fomento, thus would have re- 

quired owners to secure permits from the government to exploit 
60 

combustible minerals. As some doubt concerning its legality 
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Standard Oil of New Jersey, Present Status, 124. 


in the light of the law of 1892 existed, the proposed law was 
submitted to the Mexican Academy of Legislation and Jurispru- 


61 
dence for discussion, thereby precipitating a memorable ar- 


61 
id. 


gument over the nature of property under Mexican law and tra- 
dition. 

In the debate Francisco Beistegui declared it to be his 
opinion in regard to the suggested law that however regretable 
it might be, previous legislation had created a perfect private 
property in subsoil in favor of the owner of the soil and that 
it would be impossible to subject such rights to the ordinary 
type of expropriation since the property was actually of un- 
known value; in his view the government should have declared 
the industry of public utility in order to make expropriation 
possible with proprietors being indemnified only by the re- 


ceipt of a certain percent of production from their land. 


2 
Mendoza, La Controversia del Petroleo, 441-442. 
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Sefior Beistegui also declared: 


Property is a right, possession is a fact. When the two 
correspond, we have the normal state of property. The 
cloud which passes overhead cannot be my property until 
it dissolves in rain and the water falls upon my property.... 
There are some rights conceded by the law which are sub- 
ject to changes and modifications which the legislator 
deems opportune and the problem is to determine whether 
the right conceded to proprietors in general to search 
for determined substances in the soil of their property 
is of the class which one cannot be deprived of in law 

or if it is one of these which the will of the legislator 
concedes, denies, or retracts at convenience. 
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Ca4mara de Senadores, El Petroleo, 60-64. | 


In the debate it also was pointed out that in colonial 
days the term property had been used to describe rights be- 
stowed on private persons by the freee substances belonging Hh Bh 
to the royal power but that such rights had never been under- | hin 
stood to imply a total renunciation of the superior rights of | 
the Pe bs The proponents of the law of 1905 argued that | | 


oe 


64, 
Gomez Robledo, The Bucareli Agreements, le. 


een 


subsoil minerals constituted mines and were subject to the | 


special law of mines under Spanish and Mexican legislation; it iN 
was further contended that special rights could not exist in i 
property not in possession, as in petroleum under the soil 


which the surface owner might not know existed, an argument 


which might have been interpreted to deprive the surface owner 


50 


of possession even of subsoil waters. 
65 
Standard Oil of New Jersey, Present Status, 124-126. 


On the other hand another argument expressed in the Aca- 
demy was that if the king could grant to certain persons or 
to any person unconditional property in the mines within a 
certain region, it could not be pretended that a right based 
on a Similar concession was less respectable; what the king | | 
had done, the government might do and had done, by legislative bik 


6 
power. . 


66. : / 
Diaz Dufoo, La Cuestidn del Petroleo, 143. Ny 
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Isidro Rojas expressed the following significant views: | 


| 
The owner of the surface who has not even discovered the | 
deposits of springs beneath the soil could not dispose | 
of them, could not maintain them in possession, could not | 
transfer them because they are not in commerce, are not | 
held; in short, they are only hypothetical things and the 
right of property in them is hypothetical. Does the right 

of exploring and exploiting which the law concedes to the 
proprietor according to the Code of 1884 constitute a- 
property right? No, because this faculty signifies only 

a hope, an expectation, pending regular exercising, does 

not constitute a right. I have the faculty to appropri- 
ate all the oxygen in the air, but it does not follow i 
that all the oxygen in the air may be a property of mine. | 
The legislator as the organ of public interest can regu- . 
late the past and present in the name of that interest. 
He could destroy some hopes formed under previous law, 
but it is the legislator who must decide the question of 
utilidad since that is his mission. 
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‘ aauare de Senadores, El Petroleo, 66-67. 


As early as 1881, as a matter of fact, Justo Sierra had 
declared that property rights were conditioned by the power of 
society to declare public utility and that a declaration of 
public utility put an end to property rights within the pre- 
cise limits defined by the law formulating the exercise of pub- 


68 
rre “ti Frey. 
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Jose C. Valades, El Porfirismo: Historia de un Régimen: 


El Nacimiento (1876-1884), 239. 
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Nevertheless the Academy ruled after discussion that a 
law destroying the rights granted under the laws of 1884 and 
1892 would be retroactive and contrary to the constitution and 
therefore it rejected the proposed law of 1905. The debate re- 
sulted in a triumph for individualism but it clearly showed 
the vitality of the tradition of the national ownership of the 


iA 
2) 
subsoil. 7 
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78 1ndiea to de Trabajadores Petroleros, La Cuestion Petro- 
lera, 30. 
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A third mining law was adopted by the Mexican government 
in 1909, returning to the wording of the law of 1884 and env- 
merating certain substances of direct ownership by the nation 


and others, including petroleum, as exclusive to the owners of 


0 
the soMent The law of 1909 amplified the principles of the 


51 


0 
Person, Mexican Oil, 36. 


law of 1892 concerning the rights of property in mineral sub- 
stances, declaring to be the exclusive property of the owner 

of the soil all forms of combustible minerals, bitumens, etc.} 
it completed the renunciation of the nation's traditional claim 


vi 
to the subsoil which had begun in 1884. The state thus de- 


1 / 
i Manterola, La Industria del Petroleo, 8-9. 
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prived itself of dominium utile over minerals in the subsoil 
yet retained direct dominion, the right of the lord founded in 
sovereignty itself, which obliged the proprietor to pay a canon 


| 72 
or pension in recognition of that superior right. If the 
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? Iniciativa de Ley Organica del Articulo 27 Constitucional 
en lo Relativo a Petrdleo Que Presenta el C. Gral. Candido 
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Aguilar, Gobernador Constitucional del Edo. de Veracruz a la 


H. Legislatura del Mismo Estado, Para Ser Enviada por Esta al 
Congreso de la Unidn, 15. 


law made specific exception of oil in so far as the institution 
of dominio directo was concerned, it was because once it had 


th 


been included in it. The law was enacted when the commercial 
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"Vendeess La Controversia del Petrdéieo, 485. 
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value of oil became apparent and was intended to sustain the 
principles of the law of 1884, not change them, as the deputy 


im 4 
who introduced the bill, Senor Calero, made edeat.t The re- 
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? Howland (ed. ), Survey of American Foreign Relations, 133. 
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turn to the principle of 1884 was to endure until 1917.°° 


’ enowobenia de Industria, Comercio, y Trabajo, La Ley D | 
Mexicana del Petroleo y Su Reglamento: Comentarios, 10. | 
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Even though the law of 1909 declared that deposits of 
bitumens were the exclusive property of the surface owner, that | 
act did not grant the proprietor all the oil existing in the i 
subsoil, Gonzalez Ramirez argued, because the law could not be | 
understood by a single isolated phrase but only by means of 


all the interpretations of the problems; the right so vested in 


| 
the proprietor was that of making successive occupations of | 
the subsoil, exploring, and exploiting freely the oil without 
the necessity of concessions, appropriating freely the oil | 
which could be captured without paying a royalty to the state, ) 
continuing to hold the right by exercising it and exploiting i 
the subsoil, and enjoying security in this right in the know- 


ledge that the state would not grant concessions to third par- 


6 
ties on the soil of the a aS Outside these, there existed 
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Gonzalez Ramirez, El Petrdleo Mexicano, 173-174. 


for the owner the expectation of a right, an aptitude leaving 
him free to capture or not to capture all the oil in his sub- 
sehiets Otherwise, taken literally, Article 2 of the mining 


pane 


a es 


law of 1909 conflicted with the constitution which could not 
have been the intention of legislators who did not have the 
power to reform the constitution; the law, De la Pena also con- 
tended, when examined in such a way that it would not conflict 
with the constitution, appeared to grant no more than a pre- 
ferential concession to enjoy or develop the products of the 


subsoil when by effort of the surface owner they entered into hee 


2 4 
deine eh On the other hand the American Department of State if 
b 


ER er RS i 


8 re 2 
a De la Pefia, El Petroleo y la Legislacion Frente a las 


Compafiias Petroleras de México, 6-7. Hereafter cited as De la 
Pena, El Petrdleo. 
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in 1927 declared that Article 2 gave exclusive property in ore 


bodies and mineral fuels of any form to the owners of the tas” 
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O11 Concessions in Mexico, 2. iH 
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The mining law of 1909 also declared that in all matters 


not provided for within the terms of the law, the civil code 


of the Federal District relative to common property should 


govern, and those provisions upheld the ownership of the sub- 


soil by the surface owner in so far as the property was in 


80 


commerce. 


a a eS Re en rn a 


80 
Standard Oil of New Jersey, Present Status, 127-128. 


In the law regulating the organic mining law of 1909 it 
was provided that an explorer wishing to exploit private lands 
should receive permission from the owner of the soil or his 
representatives, which permit should then be presented to the 
Agente de Minerfa, recorded, and returned; if permission could 
not be obtained from the owner or his representative, then the 
explorer should seek it from the Agente de Mineria who shoulé 
publish the request for fifteen days and notify the proprietor 
before granting the necessary permits which should specify 
definitely that the mining properties were subject in every- 
thing to Mexican law and Mexican courts that were the only 
ones competent to resolve any question arising concerning such 


properties, to the exclusion of all foreign intervention. 


re 
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Reglamento de la Ley Minera de los Estados Unidos Mexi- 
canos, 22-24. 


The mining law of 1909 and its reglamento remained on the sta- 
tute books until the law regulating Article 27 of the consti- 


It was variously 


82 
tution of 1917 was finally passed in 1926. 
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cidén Constructiva, IV, 409. 
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interpreted as stupid or unconstitutional by virtue of having 
broken the principles of previous laws and of the constitution 


8 
of 1857. 3 
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Smantérola, La Industria del Petroleo, 8-9. 


CHAPTER III 
THE REVOLUTION AND MEXICAN MINERAL LAW 


With the outbreak of the Mexican revolution in 1910 came 
an abrupt change in the attitude of the Mexican government to- 
ward subsoil rights of private holders, contrasting sharply 
with that expressed in the law of 1909. The first evident 
change in approach was fiscal. In fact, the struggle of Mexico 
to control its oil wealth was marked in its first phase by the 
effort to tax the industry, an era ending in 1920 by which time iit] 
it was established that Mexico had a right to participate, by 
means of an impuesto, in a national wealth which the oil com- 
panies considered their exclusive ieatasoeds Lyf 
gist aan ceca 1e 
Ernesto Enriquez, Problemas Internacionales: Reclama- ih» 
ciones y Petroleo. Panamericanismo y Derecho Internacional. - \ 


Cuadernos de Polftico No. 3, p. 55. Hereafter cited as Enri- an } 
quez, Problemas Internacionales. nl | 


The reaction to the Mexican effort to tax was immediate. i| 

Ambassador Henry Lane Wilson in 1911 complained to the Mexican 

government that American oil companies were being taxed almost ! 

beyond their endurance, according to their plaints from Tampico, Hi | 

to which Madero's Minister for Foreign Affairs replied that the 

tax was a stamp tax of three centavos per barrel, less than the | 
tax paid by oil companies of California, and which a majority 


2 
of the oil companies in Mexico had accepted without protest. 


57 
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Frederick S. Dunn, The Diplomatic Protection of Americans 
in Mexico, 310-311. 


In June, 1912, Francisco Madero, the new president, issued a 
decree establishing a special stamp tax of twenty centavos per 


metric ton on production of crude oi1.° That was the first 


3 


Gobierno de Mexico, El Petrdleo de Mexico, 540. 
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tax levied on crude oil, and the decree also required the oil WA 


h 
companies to register for the first time. About 1913 the 


Person, Mexican Oil, 39. Subsequently this tax was in- dit 
creased to fifty centavos per ton in November, 1913, and to ee 
sixty centavos in June, 1914. See Manterola, La Industria del isa 
Petrdleo en México, 314. ah 


Chamber of Deputies received two other proposals affecting the | 


oil business: one, that a giant government corporation be 


formed to nationalize and operate the petroleum deposits, and 


the second, that a commission be named to revise all franchises 
| 
and concessions and to form special laws upon such things in { 


the future. i 


An ae 


annat Flores, Apuntes Sobre el Petroleo Mexicano, 33. | 
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Beginning with Venustiano Carranza the attack on the oil 
industry became direct. In July, 1914, Carranza ordered the 
derecho de barra on crude oil to become ten centavos per metric 


6 
ton beginning August 1, 1914. This decree was followed, Decem- 
6 yy a 7 
Gobierno de Mexico, El Petroleo de Mexico, 540. 


ber 12, 1914, by another issued from Vera Cruz which indicated 
clearly the determination of the Mexican government to re-ex- WL 
amine property holdings in ita eee wit 


Article 2. The first chief of the revolution and deposi- MI 
tory of the executive power of the Republic, shall enact i 
and enforce, during the struggle, all the law, provisions, ) 
and measures tending to meet the economic, social, and 
political needs of the country, carrying into effect the 
reforms which public opinion demands as indispensible for 
the establishment of a regime which will guarantee the 
equality of Mexicans among themselves, agrarian laws fa- 
voring the creation of small landowners, the suppression 
of latifundia ... and the restoration to townships of 
lands illegally taken from them ... revision of laws rela- 
tive to the exploitation of mines, petroleum, water rights, 
forests ... in order to destroy the monopolies created by 
the old regime.... 
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of Sprite & Tapani Gertain 7 Information Relative to Affairs — 


in Mexico. 3 Congress, 1 session. Senate Document no. 324, 
p. 28. Hereafter cited as Affairs in Mexico. 
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In January, 1915, Carranza issued the following decree: 


Considering: That it is necessary to revise in a manner 
complete and radical the petroleum legislation of the 
country, regulating carefully everything relating to the 


60 


exploration and exploitation of deposits of petroleum 

and gaseous hydrocarbons existing in the Republic, and 
with the end of avoiding that the petroleum industry con- 
tinue, as to now, working exclusively in benefit of the 
petroleum companies with great prejudice to the agricul- 
ture and the water ways of the country, without either 
the Nation or the government having had the just return 
from these exploitations which belong to them 


Decreed 


Art. 1: From this date and until the issuance of the new 
laws ... must be suspended all the works which are being 
executed for the construction of pipe lines, drilling of 
oil wells, and, in general, whatever other works may be 
connected with the exploitation of petroleum.... 


Art. 4: The deposits of petroleum which flow by virtue { Vf 


of works executed in violation of present law, will be | 
considered property of the Nation. iil | 


ae 
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Andrade, Codificacion Petrolera, 58-60. | | 
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The growing uneasiness of property owners was likely not 
assuaged greatly by the declaration made by Carranza from Vera 
Cruz on June ll, 191527 


First: The constitutionalist government shall afford to 
foreigners residing in Mexico all the guaranties to which 
they are entitled according to our laws, and shall amply 
protect their lives, their freedom, and the enjoyment of 
their rights of property, allowing them indemnities for 
the damages which the revolution may have caused to them, 
in so far as such indemnities may be just.... 


Fourth: There shall be no confiscation in connection with 
the settlement of the agrarian question. This problem 
shall be solved by an equitable distribution of the lands 
still owned by the governments; by the recovery of those 
lots which may have been illegally taken from individuals 
or communities; by the purchase and expropriation of large 
tracts of lands, if necessary.... 


Fifth: All property legitimately acquired from indivi- 
duals or legal governments, and which may not constitute 


61 


a privilege or a monopoly, shall be respected. 


? nefairs in Mexico, 32-33. 
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These two decrees were a clear warning to the oil companies 
that the Carranza government did not feel that their property 
rights were sacrosanct or any more exempt from re-examination 
than the property of agriculturists. The notice to the foreign- 
er and monopolist, holding land or other wealth, was beyond Wi 
question. As early as February, 1915, a commentator on the " 
January decree ventured to ask the question as to what would \ 
happen if the order under which companies had bought lands giv- 


10 
ing subsoil to the surface owners were overthrown. Another 


re 


0 
F. Urbina, La Cuestion Sel Petroleo en Mexico Considerada 


Especialmente en lo Que Sse Refiere a la a la Intervencion Guberna- 
mental en la Produccion Petrolera, 36. Hereafter cited as Ur- 
bina, La Cuestién del Petréleo. Yet Edward F. Doheny declared 
in the United States Senate investigation in 1919 that every 
oil corporation interested in Mexican oil aided Carranza dur- 
ing the Revolution. See also Investigation of Mexican Affairs, 


lye? ae 
disturbing question was asked when the problem of the law's 
giving property in oil to the owner of the soil was considered. 


a. 
The simple query, to which oil does it refer? opened up a 
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Urbina, La Cuestion del Petroleo, 46. 
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legal abyss for the holders of oil lands, for from such views 
could arise that Phoenix, the opinion that it referred to oil 
discovered, not oil yet in the soil. 

A Carranza decree of August, 1916, ordered that no state 
issue laws or decrees or administrative regulations upon com- | | 
merce, minerals, banks,-forests, oil, or mineral deposits 
found in the subsoil of the naxtended On August 15, 1916, the 
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Gobierno de Mexico, El Petroleo de Mexico, 542-543. Ht | 


1. Mit ) 
Seeretarfa de Fomento issued a circular declaring: 3 Mi . 


Considering the citizen First Chief of the Constitution- | 
alist Army, in charge of the Executive Power, that since i. 


our fundamental laws require that foreigners must enjoy Th 
in Mexico the same rights as Mexicans, it is natural and Mh go 
legitimate that at the same time they have the same obli- es 
gations, in order that the liberality of our democratic on 
institutions may not be understood to permit that foreign- be 


mentably has happened, in a better juridical position 

than the Mexicans: which would happen if they ... could 

recur utilizing resources and formulating protests before 

their respective governments, the same First Magistrate 

of the Republic ... has seen fit to order the establish- iH 

ment of the following dispositions of obligatory charac- 
| 


ers owning real property in the country, may be, as la- | Wil 


ter in all the Republic... 
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3 a Nacional ‘de Ingénieros, de“la | | 
Y Andrade Codificacién Petrolera, 86. | | 


The decree then required that all foreigners who wished to ac- 
quire national lands, mineral deposits, federal waters, or 


concessions for exploitation of natural wealth must have before- 


hand presented in writing a formal declaration that in regard 
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to their property they were to be considered Mexican; foreign 
companies were not to be capable of acquiring such property 


14 
provided they did not make the same declaration. The time 
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limit to obey this order was extended in a decree of December 
15, 1916, and not until April 24, 1917, was the time limit de- 
clared exhausted and those not obeying ordered to suspend their 


works. 
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The objective of the Mexican government was made clear in 
an official declaration coming early in 1917: 


We, as Mexicans, must contribute to this difficult but 
fruitful task of the government, with our personal effort, 
in order to accomplish harmoniously a supreme national 
aspiration: the economic independence of Mexico and with 
it the betterment of the homeland. 
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"EL Petrédleo Mexicano. Conferencia Correspondiente ala 
Escuela Nacional de Ingenieros, de la Serie de Conferencias de 
Vulgarizacion Organizada par la Universidad Nacional de México, 
Dada por el Ingeniero de Minas Teodoro Flores, Professor de 
Dicha Escuela, la Noche de 15 de Noviembre, Proximo Pasado, en 
el Anfiteatro de la Escuela Nacional Preparatoria," in Boletin 
del Petrdleo, III, 20. 


That declaration and another following in February, 1917, made 


the Mexican viewpoint plain enough so that what followed had 


an 


no reason to be surprising. "The judicious use of the impost 
can serve also to nationalize the industries which are flourish- 


i 
ine im theticeuntry. 65" ? In April, 1917, Carranza decreed 


7 7 
Joaquin Santaella, "Agere, Non Loqui," in Boletin del 
Petroleo, III, 108. 


that all crude oil production, its derivatives, and gas wells 

should pay a special stamp tax on the following terms: all \ 
crude oil, produced but not consumed in Mexico, and all com- | 1 
bustible oil were to be taxed; combustible oil was to pay 10% itt 
of its net value per ton, according to its density; the decree 1 | 
specified tax values for varying densities, e.g. gasoline and | 


18 
kerosene at 3%, and crude oil was to bear a similar tax. a iN 


tation from the well, the real tax amounted to 33-1/3% of 
erude and 40% of combustibles, according to Doheny. See In- 
vestigation of Mexican Affairs, I, 258. | 


the price of the oil in Tampico included the cost of transpor- 

| 
exported, by-products were also to be taxed with their value | 
to be determined by the Secretaria de Hacienda every two months | . 
from the average of the previous month's prices based on sales | 

\ 
in Mexico or on the average value during the previous month in | 


New York of the product, the cost of transportation to be de- 


z 1 
ducted. 2 Carranza was authorized to occupy the Tampico oil | 
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fields in January, 1918, to enforce obedience by the oil com- 
panies to the earlier decrees, but vigorous protests from the 
United States and Britain along with threatening internal un- 


20 
rest caused him to cancel his orders. February 19, 1918, was 
0 : By) |) 
Person, Mexican Oil, 42. | | 


the date of the first regulatory decree issued by Carranza un- ii 


21 
der Article 27 of the constitution of 1917 and it was parti- 


i 
21. | ip 
Article 27 is treated separately in detail. See below. f 


cularly important in the history of Mexican oil controversy be- i at 


cause it began the open phase of the struggle between the oil 


Ze 
companies and the Mexican government, in which not only fis- | 
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, F. Bach y M. de la Pena, México y Su Petrdleo; sintesis 
Historica, 14. Hereafter cited as Bach y De la Pena, México 
y Su Petroleo. 


eal but constitutional issues were involved. | 
On January 29, 1917, the constituent congress at Queretaro 


had begun discussion of the section of the new Mexican consti- | 


tution which was to provoke the most violent legal controversy 


that Mexico had ever known. Article 27 was to become and to 
remain for a generation a focal point around which fought, not 
always in the halls of law, opposing views of government and 
economy. Yet Article 27 and its implications were not revolu- 
tionary, in the sense of being without precedent, in Mexican 
history. Certainly it would be difficult to deny that the 
groundwork for the article had begun to be laid as early as 
the debate of 1905 and that its foundations were dug deep in 
the legal history of Spain. When the Secretary of the congress 
presented the proposed article to the constituent body, he pre- 
faced his presentation with a discussion of the law in which 

it was admitted that so important a problem as property rights 
could not be fully solved in the short time remaining to the 


constituent congress. In defending the article it was stress- 


3the constituent congress had already agreed on a date 
for adjournment and only two days were left for it to complete 
its work. 
te, It. 


ed that the right to property was not immutable and was subject 
to modalities among which was the right of eminent domain, per- 
taining originally to the nation, which limited private proper- 
ty to rights ceded to individuals, rights which did not include 


subsoil, waters, or ways of communication. Significantly, 


et 


24. 
Ibid., II, 774. 
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the Secretary in his discussion of the article declared that 
it was generally admitted that corporations could not acquire 


2 
property with true rights since they were legal fictions. 
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He also stated that the commission in charge of drawing up 
Article 27, not having had time to make a detailed solution of 
the agrarian problem which had plagued Mexico for more than a ) iq 
century, was nevertheless presenting certain general bases for 1 il 
a solution because the problem could not be ignored, but, in ‘it 
providing for the destruction of the latifundios, the commission 
had made the state no more than the guarantor of payment to the 
dispossessed owners who were to be paid by those receiving the 


property divided. 
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The reading of the article led to a request by a deputy 
that copies of it be distributed for closer study by the cham- 
ber, but the Secretary replied that copies were not then avail- 
able and that furthermore the dictamen for the article was not 


2 
complete. f A proposal that the law be discussed and voted on 
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at once, made by Deputy Magallon, caused Deputy Félix F. Pala- 
vicini to point out that the proposed article did not refer 
simply to the agrarian question but set up a system of minute 
regulation of property rights which should require more than 

two days of discussion and which would compromise great national 


28 
interests. The question of a quorum's being present arising, 


a ne ance 


the Secretary ordered a vote to determine the number present, | | 
lack of light necessitating the use of four deputies from the 


2 
floor to count heads in order to see the number voting. ° The 


a Ae RE I Re A ae RR AE SRD, SRD INO OR Re ERED ER RE a ESE REE HE EE SUES SR 


4 
athe proposed article had been presented late in the ul! 
evening of January 29. Ibid. The contention that the discus- | fu 
sion of Article 27 went on in an atmosphere similar to that of 
a bull ring hardly seems justified, however, even though the | 
chairman of the congress did have bo request deputies not to Wi 
leave the chamber and to stay awake. See Alfredo B. Cuellar, 1 
Expropiacidn y Crisis en México, 91-94. | 
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congress then voted to remain in permanent session until the | 
| 
business before it was completed with discussion on the arti- | 
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cle to be rawr It is interesting to note that when the 
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Diario de los Debates del Congreso Constituyente, II, Hl 


paragraph of the article concerning direct dominion of the na- 


tion over the subsoil was offered for discussion no one ques- 


Es Pe 
tioned PM Senor Magica of the commission which drafted 
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Article 27 declared that the commission had no desire to build 
a Chinese wall around Mexico and had rejected the idea of per- 
mitting ownership of property only to Mexicans, having agreed 
also that no strong state would ever respect a provision ina 
weak nation's laws in regard to renunciation of nationality on 


2 
the part of foreign property pbiae ae 
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4 Tbd dao II, 796. According to Jose Brano Ugarte the en- 
thusiastic agrarian Molina Enriquez helped write Article 27 
although he was not elected a deputy to the convention. Jose 
Brano Ugarte, Historia de México, III, 494. 
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The final dictamen of the commission which accompanied 
Article 27 as presented to the congress declared that the mem- 
bers of the commission preparing the article were attempting 
to undo an oversight of a hundred years in Mexican law produ- 
ced when only the European concept of individual private pro- 
perty was included in Mexican law and the concept of community 
held property by villages was ignored, having as its conse- 
quence the despoliation of villages of their property and the 


growth of 2 Door ES 20 The article was adopted at 3:30 A.M., 
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33psarto de los Debates del Congreso Constituyente, IT, 
appendix, xxxi-xxxiil. 
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January 30, 1917. 
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Cuellar, Expropiacion y Crisis en Mexico, 95. 


The great controversy over the meaning of Article 27 be- 
gan. Vera Estanol maintained that the article was neither 
properly individualistic nor communistic as it did not invite 
or guarantee private property and did not put property at the 
direct service of the community but simply institutionalized 
the system of armed citizens used during the revolutionary 


period to seize property and reper On the other hand it has 
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EPP: Vera Fstanol, Al Margen de la Constitucion de 
1019, yp 187, 
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been maintained that Article 27 introduced no innovation into 
Mexican law, for which reason it could not be construed as 
being retroactive in its correction of vices grown up under 
another law so long as it respected consummated rights in its 


(& 


oO 
onigtiticn lead The vesting of title of ownership of lands 


Pieaieaanen L. Castillo, La Cuestion del Petroleo: Ensayo 
de Una Nueva Teorfa en Defensa del Art. 27, y de Un Nuevo Cri- 
terio para Resolver la Cuestion, 16. Hereafter cited as Cas- 
tillo, La Cuestidn del Petrdleo. 
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and waters in the nation was included in the legal systems of 


both Puerto Rico and the Philippine Islands after their ac- 
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quisition by the United States so that its inclusion in the 
Mexican constitution could not be regarded as completely 


noteanbs Anglo-Saxon law since Coke had held that property 
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7 Reuben Clark, "The 011 Settlement with Mexico," in 
Foreign Affairs, reprint, July, 1928, p. 14. 
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owners hold dominium utile not dominium directo upon the con- 
tents of the subsoil to their property, a view in harmony with | 
the Mexican constitution and one upheld by various decisions | ] 

' 


of United States ooupeht® 
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Three deputies to the constitutional convention opined hae 
that the right of eminent domain over Mexican territory per- 
tained beyond contradiction to the nation and that what con- 


stituted private property was a right ceded to individuals 


which did not include a right to the products of the subsoil, 
waters, roads, or means of Softhunbasteen?® ” An official view 
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of Article 27 in December, 1917, was that it clarified ideas 


Nn Le ce 


upon property, escaped the contradiction which had existed be- 


tween the civil code and modern principles of law displayed in 


(Zc: 


the laws nationalizing church property and the railroads, and 
provided for agrarian reform, "forgetting the heritage of Rome 
and substituting for the mandate of ancestral heritage the im- 


4.0 
perious necessities of progress." Somewhat less sweeping was 
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 abeeeeghs de Ley del Petroleo en los Estados Unidos Mexi- 
canos y sus Fundamentos, Estudiandos en el Departamento de 
Petrdleo," in Boletin del Petrdleo, IV, 555. The Association 
of Petroleum Producers in Mexico found "itself at a loss to find 
precedent in international law for, as it saw the matter, con- 
fiscation of vested property rights through substitution of | 
constitutions. See Association of Producers of Petroleum in 
Mexico, Petroleum Concessions on "Federal Zones" of Mexican | 
Rivers: Their Unconstitutional, Illegal, and Confiscatory Char- | | 
acter: Memorandum Submitted to. the Secretary of State of the ut 
United States of America, 31. Hereafter cited as Association | 
of Producers of Petroleum in Mexico, Petroleum Concessions on M 
"Federal Zones." 


£79 PSA Ssh aa Thy 
the view that Article 27 was a complete program for agrarian | 
reform, a legal instrument of the agrarian revolution to af- ee 
fect lands, forests, and waters, based on an intelligent inter- i Hil 


pretation of the history of Mexico and the world. 


YT 
Juan Botella Asensi, La Expropiacion, 37. ore botélla | 
Asensi was a former minister of justice of the Spanish repub- | 


1i¢é. 


The Asociacion de Constituyentes de 1917 declared in an 
assembly of 1938 that the Congreso Constituyente de Queretaro 


was convoked with the purpose of correcting past errors and . 


to establish norms of legal life to destroy privilege and to 


2 = 
fix bases for autonomy economically. Manuel de la Pena's 
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2. 
"Interpreté la Constitucidon," in El Universal, March 24, 
19365 Pe ds 


view was that the constitution of 1917 was in conformity with 
social science and historical truth in abandoning the fiction 
of inherent rights of the social contract and basing itself 

on the guarantees granted by the code itself, with the enjoy- 
ment of property protected by Article 27 even though it some- 
times overturned the past where illegally it had made possible 


b 
grave social damage. 3 On the other hand Article 27 was casti- 


Uy eS 
es aar de la Pena, "Nuestra Propiedad Territorial y Su 
Manera de Ser o Modalidades Segun la Historia y el Articulo 
2iae 22 Boletin del Petréleo, XXXV, 35-43 


gated as destructive of the fundamental principles of society 


and as being responsible for the ruin of Mexican agriculture. 


Marco Marcelo, Memorandum on the Relations of the United 
States with Mexico from the Mexican Viewpoint: 1910-1925, 
typescript, 44. 


} 4. 
Gomez Robledo declared that: z 


--earticle 27, which nationalized the oil bearing subsoil 
and enforced on land tenure a judicial statue contrary to 
the psuedo-Roman liberal tradition of 'rugged individual- 
ism,' shocked a mentality that regards the untouchability 
of private property as the most sacred of all human values. 
This viewpoint, needless to say, holds fully only when it 
is a matter of dealing beyond the borders of the United 
States, for when it comes to applying it at home Northern 


7 


self-righteousness compromises with measures which, like 
those of the police power, border on confiscation.... 
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Gomez Robledo, The Bucareli Agreements, 1. 
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In a paper presented to the Segundo Congreso Juridico Na- 
cional, Gonzdlez Roa pointed out that nationalization was an 
integral part of the program of the Labor Party of England, 
the party destined to control the British government, and that | 
this Anglo-Saxon group upheld the view that property was not | 
immutable but must be subjected to the modalities which pro- it 
gress and the welfare of society required, an opinion supported 
by the tendency of the whole world toward state control of sub- 
soil wealth. 34 
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Camara de Senadores, El Petroleo, 84-85. 
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Once proclaimed, Article 27 made necessary a clarifica- 
tion of property rights which had come into existence before | 
its formation. The most immediate issue it raised was that of | 


retroactivity. If it applied to property rights existing pri- 


or to its adoption, then the charge of enacting retroactive i 
legislation could be leveled against the Mexican government } 
and an accusation of unconstitutionality could be made also 


since the constitution of 1917 forbade any retroactive law. 


The accuracy of such a charge depended of course on the defini- 


75 


tion of property rights which the constitution of 1917 did not 


y 
define but merely guaranteed, j and on the question of whether 
Gonzd4lez Ramirez, El Petréleo Mexicano, 204, 


or not constitutional limitations, such as that forbidding re- 
troactivity, applied to the constitution itself. 

In 1939 the Mexican Supreme Court stated that the legis- 
lator could dictate laws which were retroactive if they had 
been established by the constituent body in the fundamental 
law, because no other right could oppose them. If the consti- 
tuent body in use of its full powers established cases of re- 
troactivity of the laws, such precepts must be applied retro- 


48 
actively. This decision of the Supreme Court in 1939, in 
8 / i Z. . 
Gonzalez Ramirez, El Petroleo Mexicano, 129-130. 


effect declaring that the principle of retroactivity in the law 
rested not with the legislator but with the issuance of judg- 
ments by the tribunals and in general with the authorities in 
charge of the enforcement of law, was the same as that made in 


Mg 


the case of the Texas Company in 1921. The Mexican Supreme 


Court had, then, interpreted the guarantee against retroacti- 
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vity to apply to secondary law, holding that the constitution 
itself could not be included in the phrase ninguna ley used in 
the provision of the constitution forbidding retroactive law. 
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The Mexican Supreme Court ruled in the Texas Company Case 
in 1921 that in order for a law to be retroactive it was neces- 
sary for it to work upon the past and to break rights acquired 
under the shelter of previous laws, which to the oil companies 
seemed to be a decision modifying paragraph IV of Article 27 
as a judgment of the United States Supreme Court would have 


51 | 
done. In Mexican law nothing could have been more erroneous, ie 
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for the judgments of the Mexican Court did not limit the court 


itself which modified its own judgments to maintain "the equi- 


librium between life and law which otherwise would remain sta- I) 
Clee” 


ane | 
2. | 
2 Tbid.,-1324 
The judgment of 1939, according to Gonzalez Ramirez, 


denied no acquired rights but fixed in concrete manner the 


value of rights acquired before May 1, 1917, by the oil com- 
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ante the An integral part of the constitution, Article 27 as 


shia, oot. 


public law ruled the present as well as the past without its 
being said that it was being applied retroactively, a univer- 


ae 54 
sally accepted doctrine in regard to basic law. As a matter 
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Esquivel Obregon, "Proteccion Diplomatica de los Ciuda- I 
danos en el Extranjero," in Jus: Revista de Derecho y Ciencias 
sociates, “Irrl, yl. 
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of fact, Laurent in his work Derecho Civil declared that the 


principle of non-retroactivity was not a constitutional prin- Sia 

‘a h 
ciple. Nor was it an absolute limit on the freedom of the Vea 
legislator. The constituent power was absolute in the sense Oh 


that the powers established by the constitution must be obeyed. 
A new constitution could abolish rights guaranteed to the citi- 
zens by the old, according to Laurent. The principle has been 
universally admitted that law could have retroactive effect | 


when it was for public interest and that only the state could 


define what was of public interest. 
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Vazquez Schiaffino, Santaella, y Elorduy, Informes sobre 
la Cuestion Petrolera, 51. 52, quoting Laurent. 
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As Carranza declared in 1919: 
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The Revolution has implanted reforms which represent the 
well-being, the progress, and peace of the Mexican people, 
renovating their institutions in such decisive respects 

as land and minerals. The government respects and will 
consolidate the existing rights but it cannot accept the 
view that Mexicans must limit their liberty to regulate 
these things in accordance with their own needs. The 
force of conciliation and a will to harmony, compatible 
with the law, will overcome the disagreements which arise 
always maintaining unblemished our sovereignty. 
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Thus, at one time mining property in Mexico was the pro- 
perty of the king; afterwards, it was property of the indivi- 
duals; later it returned to the crown, and then passed anew 
to the individual, and passed again to the state. All these 
mining laws had retroactive effect and attacked acquired rights, 
if by such rights were understood those created by law. In 
regard to petroleum the only real question was whether or not i 
the petroleum laws were of public interest. If so, according 


to Mexico, the state had the right to issue such laws. 
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Article 27 was flatly declared to be unconstitutional, 


8 
however, by some writers on the eit Hee despite the fact 


M. Ortiz de Casas, "El Problema de Petréleo" in El Mundo 
(Tampico), November 8, 1920, p. 27. 
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that all parts of a constitution are admittedly equal. It has 
also been plainly stated that the provisions of Article 27 were 
retroactive and that the authors of the constitution foresaw 
complaints against it which they intended to silence by pro- 
viding for compensation to dispossessed property holders. 


7 pavonts Manero, México y la Solidaridad Americana: La 
Doctrina Carranza, 80. 


According to one authority the constituent power could make a I 
law violating guarantees of an existing constitution since | 
constitutions were not immutable and could be modified or de- 

stroyed by the constituent power, abolishing rights previously 
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guaranteed. In fact, Esquivel Obregon argued that the prin- mp 
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Camara de Senadores, El Petroleo, 49, quoting Laurent. i 
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ciple of non-retroactivity of laws was based on the social in- 


terests of the people which adopted it and not on the interests \ 
of other societies or on abstract principles, being essentially | 
: 


61 
a principle of internal law, not external. The law protected iH 
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el Derecho Internacional, 125. 


vested rights but, according to Plassiol, in his Traite Ele- 


mentaire de Droit Civil, no one ever succeeded in defining 
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such rights satisfactority. Plassiol also said that law was 
retroactive when it modified acquired rights but not when it 


62 
was limited to destroying simple expectations. According 


a 
Ibid., 126, quoting Plassiol. 


to F. Ricei in Derecho Civil Tedrico Prdctico the legislator 
on granting a right or power had not contracted the obligation 
to maintain forever the power which had been conceded, and | 


Bandry-Lacauttinerie and Houques Fourcade in Traite Theorique 
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et Pratigque de Droit Civil have said that once a right had been 


exercised it had become a true vested rights; faculties could 
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not be so called in so far as they had not been exercised. 
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Thid., 128-130, quoting Ricci and others. ; 


All that the principle of non-retroactivity required was that 
the new law respect the acts of use already consummated, Obre- 


gon maintained, 
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Thid., 130. | i 
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The argument was advanced that Article 27 conflicted | 
with various treaties of amity, commerce, and navigation de- | 


fining rights of certain alien nationals to hold property in 


Mexico since the treaties antedated the constitution and ac- 


cording to Article 33 were a part of the supreme law of the 
£ 
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land. That problem the constitution met by providing that 
658 7 7 / 
Diaz Dufoo, La Cuestion del Petroleo, 285-287. 


foreigners had to use Mexican courts and not diplomatic appeals 


to foreign governments in such cases, as foreigners demanded 


eh 


8) 
of Mexicans resident in their territory. 
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Secretaria de Industria, Comercio, y Trabajo, Documentos 
Relacionados con la Legislacion Petrolera Mexicana, II, 133. 
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As for property, the constitution of 1917 like that of 
1857 did not define it but guaranteed it, leaving the modali- 
ties of private property to be found in the common law in force 


PS 
such as the Codigo Civil de 1884 of the Federal Disthice?’ 
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Kgonkdien Ramirez, El Petroleo Mexicano, 204. The Cddigo 
Civil de 1884 of the Federal District defined possession as 
the holding of a thing and the enjoyment of a rights; property 
was defined as the right to enjoy and dispose of a thing with- 
out other limitation than the law fixed. Such things had ne- 
cessarily to be in commerce since only things in commerce were 
subject to appropriation and the code excluded from commerce 
things which by their nature could not be possessed by any one 
individual exclusively or which had been declared by law to be 
beyond appropriation. If possession was accompanied by legal 
title, then the code declared the possessor to be the proprie- 
tor. Ibid., 168-170. See also Secretaria de Industria, Co- 
mercio, y Trabajo, Retroactividad de la Constitucion de 1917 
y dela Legislacion del Petroteo, 10. 
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In determining when property rights existed, the courts of 
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Mexico fell back on the thesis of vested rights with title 
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The vested right to the subsoil in Mexican law had been 
defined as the right to go on making successive occupations of 
the subsoil, exploring and exploiting freely the oil without 
the necessity of concessions, appropriating with equal freedom 
the oil which can be captured without paying a royalty to the 
state, holding the deposit despite failure to exploit the sub- 
soil, and enjoying assurance that the state will not grant to 
third parties new concessions on the soil of the surface owner. 
See Gonzdlez Ramirez, Bl Petrdéleo Mexicano, 174. 
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immutable except in cases involving public utility exercised 


6 
by means of indemnity. ? The problem in regard to Article 27 
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“Tata 204. In 1857 Article 27 stated previa by indenm- 
nification. 
i 
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was to determine when a property right existed. sa 


One official Mexican view was that Article 27 did not 
nullify rights to the subsoil acquired between 1884 and 1917 | | 


but that it put an end to a faculty not exercised and proclaim- 


ed a principle old in Mexican history of the direct dominion | 
of the state upon the subsoils; the view was that Article 10 of | 

the law of 1884 granted not exclusive property of the subsoil 
oil to the surface owner but only a preferential right to ex- i i 
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Secretaria de Industria, Comercio, y Trabajo, Retroacti- 
vidad de la Constitucidn de 1917 y de la Legislacion « del Petro- 


leo, | 9. This opinion was clearly expressed by the Mexican 
commissioners to the Bucareli Conference of 1923 when they 
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pointed out that the Mexican civil code was largely inspired 

by the Napoleonic Code in which retroactivity was strictly for- 
bidden in regard to acquired rights but in which a sharp dis- 

tinetion was drawn between acquired rights and expectations. 

They maintained that law in regard to expectations, as laws 

affecting treasure for example, might be changed without their 

being retroactive; so in Mexican law the sanctity of a right 

was not recognized if no positive act in regard to it had been 
performed. As for the rights of surface owners to the subsoil 

of their lands, they pointed out that the Mexican government 

had granted surface owners exclusive right to exploit the sub- 

soil by preference and continued to extend to them the privi- 

lege until the enactment of organic law for Article 27, even 

though many surface owners had not taken advantage of their 

right to denounce the subsoil of their lands. The Mexican | 
view was that the application of such a system to surface own- | 
ers who had not performed any positive acts did not deprive iv 
them of any right since in accord with Mexican civil law there i 
could be no possession except by an act indicating a desire to | 
possesse See Department of State, Proceedings of the eo Hid 
States-Mexican Commission Convened in Mexico City, May 14 Ht 
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On the other hand Article 27 did not grant property in 
the oil deposits to the state but affirmed a superior right, 


that of dominio directo, which was not surrendered along with 


dominium utile in the law of 1909 but conserved, giving the 
state the right of the lord based on sovereignty to oblige 


: 4 s 2 2 
the proprietor to pay a canon or pension in recognition of a 


ve 
superior right. Mining property thus became the privilege 


Iniciativa de Ley Organi lee del Articulo 27 Constitucion- 
al en lo Relativo a Petrdleo Que Presenta el C. Gral. Candido 
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Aguilar, Gobernador Co aati agtiner del Edo. de Veracruz a la 


H. Legislatura del Mismo Estado, Para ra Ser Enviada por Esta al 
Congreso de la Union, 15. A contrary view had it that what 

the state had upon its territory was not dominium but imperium 
not the property but the right that its laws should be obeyed | 


in its territory. Thus, according to this view, when one state 


ceded land to another, the state receiving the tana acquired 
not a right to the lands but the right to impose on them its 
orders. See Diaz Dufoo, La Cuestion del Petrdleo, 220. 
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to make explorations, to locate deposits, and to enjoy the 
fruits of the exploration, to endure or be revoked in accor- 


Ve : 
dance with just compensation from the collectivity. Under 


“Véaguez Schiaffino, Santaella, y Elorduy, Informes sobre 
ita Cuestion Petrolera, 18. 


this interpretation the faculty of revision of all contracts 
and concessions granted after 1876 which might have produced 


concentration of lands, waters, and natural resources in the 


hands of a few, given in the last paragraph of Article 27, was 
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neither retroactive nor revolutionary. 
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Cuellar, Expropiacioén y Crisis en México, 75. a 
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One defense of that view concerning property rights ac- bo 


quired after 1876 maintained that the amendment of Article 72 | ] 
of the constitution of 1857, which gave the Federal Congress | 
power to issue laws on mining and commerce, did not include the 


power to legislate in such a way as to affect the dominion of 


the nation=-~since Article 117 denied federal authority in any 


4 
realm but that expressly ceded to aa In fact some question 
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Castillo, La Cuestion del Petroleo, 12. 


existed as to whether the amendment of Article 72 granting the 


federal government the power to issue a code for mining and 


commerce obligatory in all the republic was legal, since, ac- 
cording to Article 127, the amending process required that to 
become effective amendments must have been declared in force 
by the congress with the declaration published in the Diario 
Officials apparently the necessary congressional decree was 
never actually promulgated nor published which would have made 
the amendment ineffective and the subsequent laws of 1884, 


7 
1892, and 1909 unconstitutional. In any case the Mexican 


eee 


official opinion was that property rights granted or procured 
after 1876 were subject to re-examination and modification. 
The decree of February 19, 1918, was the first attempt by 
the Mexican government to enforce Article 27 and it laid upon 
lands and oil contracts completed before May 1, 1917, which 
had for their object the leasing of land for the exploitation 
of oil or permission to use this for a title, a special tax 
on the annual rent named in the contract at the following 
rates: lands rented for five pesos per hectarea or less at 
10%; for more than five pesos to ten pesos per hectdrea, 10% 


on the first five pesos and 20% on the next; for more than ten 


76 
pesos, 50% on all above ten pesos. Royalties were to be 
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taxed 50% and owners of the surface were taxed annually five 
pesos per hectarea on oil lands, having to pay in addition a 


royalty of 5% of production, if exploiting the cua 
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This amounted to a double tax on the oil industry. 


8 t 
7 Benjamin H. Williams, Economic Foreign Policy of the | 
United States, 128. | 


Sete 


Owners of land who desired to exploit the subsoil of their 
lands themselves and who had not concluded a contract, as well 
as the last concessionary of the rights of exploitation in i 
contracts, were to declare within three months their contracts | bo 
with the Secretaria de Industria, Comercio, y Trabajo which 
was to review them and reject those that were not valid or con- ! ‘ 
tained unjustifiable datas; after three months all oil deposits 


not registered were to be considered vacant. 
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Gobierno de Mexico, El Petroleo de Mexico, 545. 


This decree affected contract and property rights acquired 
before 1917 and prior to the new constitutions; it immediately 
provoked a controversy over property rights between the Mexi- 


can government and property holders, very largely foreigners, 


87 


which resulted in eventual diplomatic protests from their re- 


0 
spective governments. In April, 1918, England protested to 


Orhat such protests were not unexpected by Mexico is evi- 
denced in an article in an official publication of the Mexican 
government in February, 1917, in which it was declared that: 
eee-the judicious use of the impost can serve also to national- 
ize the industries which are flourishing in the country; "El 
Aguila" is English and the "East Coast Oil Company" of the 
same nationality as the Southern Pacific although it may be 
registered and organized in conformity with our laws; indubi- 
tably the first step is the one which will give rise to diplo- 
matic intervention, but it is necessary to continue in the same | 
path until the interests of the industrialists coincide with ! | 
the public interest which will be equivalent to complete nation- bial 
alization.... See Santaella, "Agere, Non Loqui," in Boletin 
del Petrdleo, III, 105-108. wi 


Mexico concerning the decree of February, 1918, declaring that 


she considered it confiscatory and arbitrary in character and ‘| 


uit! 
in open conflict with the laws and contracts in force, particu- | 


larly wherein it tried to separate subsoil rights from surface 
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Diaz Dufoo, La Cuestion del Petroleo, 274-275. 
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ownership. The French government sent Mexico a note in May, i 


1918, declaring that the imposts laid by the decree of February 


19, 1918, were heavier than in any other country and in some 
cases were equivalent to confiscation, being based on princi- 
ples of law very different from those in force when investments 


2 
were made, The United States also notified Mexico of its 
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ibid. 9 27 5-276. 


objections on April 2, 1918, in a note protesting the apparent 
intent of the tax to sever ownership of subsoil petroleum de- 


posits from possession of the surface. 


a 
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> sivieael ian of Mexican Affairs, I, 266. 


Mexico's reply to France was very different from the ans- 
wer to England. The note to France was coneiliatory and 
promised protection to French investors who felt the imposts 
to be excessive; the correspondence with Britain declared that 
the decree was the act of a sovereign government and relief 
from it could come only through the methods provided by the 


84 
law of Mexico. For foreigners who felt the law unjust, Mexi- 
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Diaz Dufoo, La Cuestion del Petroleo, 276-278. 
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co pointed out her courts were open to suits, but as for the 
right of a foreign government to protest such acts on the part 
of another sovereign, Mexico denied it, just as Britain would 
deny the right of foreign countries to protest her heavy war 


85 
taxes which weighed heavily on foreigners. If new laws in 
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Mexico seemed to conflict with previous ones, it was Mexico's 


view that public development demanded changes in law to fit 
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the modern concept of property as a social function linked 


86 
with the prosperity of the state. The Mexican contention 
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was that Carranza was not denying legitimate property rights 
but that the social nature of the Mexican revolution made ne- 
cessary the institution of reforms so that constitutional or- 


8 | 
der could be restored in the republic. f YG ial 
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‘wanebot México y la Solidaridad Americana: La Doctrina | 
Carranza, 80. \ 
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The nature of the United States' communication with the he 
Mexican government in April, 1918, was indicated in Carranza's | ba 
Hs ls 


report to the Mexican Congress on foreign affairs in September, | 
1918. At that time he revealed that the American note had de- {it 
clared that the government of the United States might protect 
the interests of citizens of that country who suffered from | 
the terms of the decree of February 19, 1918, and that its in- | 
tention was to protect the endangered interests of its citizens, | 
respecting the neutrality of Mexico only in places where such i | 


protection might not be necessary. i 
: 
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Mexican Foreign Office, Diplomatic Dealing of the Con- 
stitutionalist Revolution of Mexico, ryan 
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Opposition to the decree within Mexico was vigorous with 
95% of the producers in Mexico refusing to obey the terms of 
the act since it was regarded as unconstitutional. This was 
based upon the claim that Carranza's power to legislate by de- 
cree had been authorized by the Congress only in the field of 
finances; furthermore, to consent was regarded by the companies 


as submission to confiscation of property rights. 
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ftanéshiehikon of Mexican Affairs, I, 267. 
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The attitude of the holders of oil lands in Mexico was 


typified by Edward F. Doheny. He declared before the United 


States Senate committee investigating Mexican affairs that 3 P 
when he made his first large-scale purchase of Mexican land tH 
his lawyer advised that the subsoil rights be specifically ac- Mh 


quired in order to avoid possible future legal complications 
in the event of the discovery of subsoil wealth and that this 


policy was followed in all his purchases of land in Mexico. 
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Doheny was regarded as foolish for having paid $1.75 for land 


1 
not worth $.75 per acre as farm reaaie He declared that the 


Zz 

University of Chicago. Norman Wait Harris Memorial Foun- 
cpa Third Institute, June 29 to July 16, 1926, mimeograph, 
141. 


pee 


only concession he ever received from the Mexican government 
was one granting a new industry the privilege of importing ma- 
terial free of duty for the development of the industry and 


2 
that this was the only type of concession ever pica rei 


f Mexican Affairs, I, 213. 
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Doheny also declared that since his oil company supported its 
government by taxes it was entitled to protection by that 
government as a matter of right even if the constitution and 
laws of the country where the company worked did not supply 


2) 
that lpteotigae = Extent of opposition to the decrees was 


ee 
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demonstrated by the fact that eighty suits of amparo had been 
gu 


taken before the Mexican courts by 1919. 


ho 
: Vazguez Schiaffino, Santaella, y Elorduy, Informes Sobre 
la Cuestion Petrolera, 4. 


Despite resistance to the government, Carranza issued a 
decree in July, 1918, opening "free" lands to denunciation by 
those desiring to acquire permits to exploit the subsoil. 
"Free't lands were those not previously titled for oil exploita- 


tions, or those not declared with the Secretarfa de Industria, 


92 


Comercio, y Trabajo in compliance with the decree of February, 
1918. Excluded were national lands, lands of common use, or 

95 
ejidos which were not open to denunciation. Those denouncing 
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Gobierno de México, El Petrdleo de México, 545-546. 

oil deposits and receiving concessions to exploit them were 

to justify such concessions before the Departamento del Petro- 

leo by demonstrating that exploitive work had begun within mia 


6 
three sare As the six months allowed for adherence to the 


——— 
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February decree neared its close in August, 1918, Carranza 
found it necessary to modify the decrees of February and July, Oh 
1918. The decree of August 12, 1918, protected recognized oil | 


deposits from denunciation by third parties if some capital 


for exploitation or exploration had been invested, even such 

lands as had not been registered by August 15, 1918. Proprie- 
tors of such deposits were to be permitted to continue exploi- . 
ting their concessions if they paid the five pesos rent per 


hectarea and the 5% royalty on production, or if the contract 


for the concession antedated May 1, 1917, the proprietor was 


to continue to hold his property by the payment of the tax 


levied on oil contracts. Moreover, the time for making denun- 


7 
ciations on land registered with the Secretaria was extended 


and foreign companies were to be able, if they had declared 
their lands, to denounce them and to continue their operations 
although title could be issued only to a Mexican company or- 
ganized under Mexican law to which the denunciatory company 
might cede vitpa, 04 Various United States companies which had 
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Venplenue de México, El Petroleo de Mexico, 549-552. 


not accepted the decrees of 1918 relative to imposts were 
granted provisionally the right to drill new wells, provided 
they promised to comply with the law to be issued by the Con- 
gress under Article 27 for oil. This permission was an act of 
benevolence on the part of the Mexican government after nu- 
merous requests from the government of the United States to 
Mexico and was designed to permit the companies to fulfill 


98 
commercial obligations. In reality, Carranza's decrees were 


ant 
Vazquez Schiaffino, Santaella, y Elorduy, Informes sobre 


la Cuestidn Petrolera, 5. 


not enforced and most of the companies continued their opera- 


SF 


tions, merely suspending new drilling. The major oil com- 


7? pach y De la Pena, Mexico y Su Petroleo, 15. But the 
Carranza decrees were influential and popular within Mexico 
itself. When the Committee of 1924 received from the Departa- 
mentos de Hacienda y de Industria, Comercio, y Trabajo a memo- 
randum suggesting a means of ending the struggle between the 
oil companies and the government, the memorandum stated the 


re 
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government would continue the policy of the Carranza decrees, 
which provoked a protest from the oil company representatives. 
Pani, Secretario de Hacienda, explained that the reference was 
inserted to make the settlement seem a natural development of 
precedent and was primarily for home consumption. Mimeographed, 
unbound copy of the minutes and correspondence between a com- 
mittee representing the oil companies (Chester 0. Swain, A. D. 
Andrews, and Dean Emery) and the Mexican government in a con- 
ference in September-October, 1924, to discuss ways of encoura- 
ging the Mexican oil industry, 79. Hereafter cited as Minutes 
of the Committee of 1924, 


panies' opposition to the Carranza decrees was unanimous, but 
independent oil operators, led by United States Senator Joseph | 
Guffey and E. W. Marland, fought against the "big five" oil | | 
companies. The independents pointed out that it was no coin- Hii 
cidence that the Mexican Supreme Court and a congressional " 
committee should both make declarations concerning Article 27 


in 1921 while a committee of men from the major oil companies 


git! 
was in Mexico. They also pointed out that the rulings pro- | be 
tected properties held by the major oil companies without aid- 
ing the independents or actually reversing the policy of the | ti} 


1 
Mexican government toward property. 


ee 
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The Status of Americans in Mexico: Bulletins of the 
American Association of Mexico, 48. See also Betty Kirk, 
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ca, 174. Hereafter cited as Kirk, Covering the Mexican Front. | | 


As a matter of fact, representatives of the major foreign 


| 3t_by the regalig | 
; i) 
| 


companies having investments in Mexico were consulted by the De- 


partment of Petroleum before the decrees of 1918 were issued, 


Te 


101. r, 
Vazquez Schiaffino, Santaella, y EHlorduy, Informes sobre 


a 


la Cuestion Petrolera, 3. The representatives were Sefiores 
Garfield and Roahdes (sic. 


but their opposition was not mitigated by the act. 

The effort of Carranza's government to uphold the princi- 
ple that oil in the subsoil belonged to the nation meant the 
establishment of a superior right on the part of the government 
which was to be recognized by the private exploiter through my iil 
the request to the government for concessions. The system of 
concessions thus designed during Carranza's executive leader- 
ship of Mexico affected a wide variety of property interests. 
After 1885 the Mexican government's executive with the appro- 
val of the legislature had begun to abandon the system of con- 
cessions which had preserved the dominion of the nation, sub- Hh, ww 
stituting a system of contracts in which the will of the con- | 
tracting parties, and not the law, fixed the terms of exploita- 


102 
Ulett. With the revolution direct dominion and the system of 
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De la Pefa, Bl Dominio Directo, II, 13-14. | 
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if 
concessions were slowly re-established, first by the regalia 


in the form of a production tax in 1912 under Madero and then 


LO 
by the Carranza decrees. 
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Ibid., 16-17. In 1939, however, Article 27 was amended 


96 


to forbid absolutely the issuance of oil concessions in the 
future, "The Truth about a Recent Amparo," in El Nacional, 
February 2, 1942, p. l. 


The evolution of concessionary law under federal control 
was slow in Mexico. During a great part of the nineteenth 
century, constitutions of a federal type were in force and 
left to the states the making of mineral laws. Most of these 
laws were simply fiscal with the purpose of adding to the 
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state's income, and it was not until 1857 that the federal | 
| 1 
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structiva, IV, 406. 


government in Mexico was given jurisdiction over the lands and 13.) 
waters of the territory, that power previously having been re- 

served to the several sovereign states which, where specific | 
state legislation did not exist, continued to follow the Spanish 
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eolonial laws or laws of Castille. The constitution of 1857 
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Association of Producers of Petroleum in Mexico, Petro- 
leum Concessions on "Federal Zones," 9. 


gave the federal government power to issue laws concerning 
general ways of communication and to control the public lands}; 
in 1888 organic law enforcing this constitutional provision 


was enacted, defining navigable rivers and lakes as general 


ways of communication and all boundary rivers or lakes between 


two states, regulation of which was left to the federal execu- 


106 
tive. In 1894 a law was enacted which provided that a zone 
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Ibid., 11. Mexican federal laws affecting distribution 


of public lands began with Benito Juarez and a law of July, 
1863, which provided a maximum of 6175 hectareas as the limit 
for private holdings in the public lands, set moderate rates 
for the purchase of public land on terms, and required owners 
to maintain one settler for each two hundred hectareas. In 
1875 a colonization law provided for sale of lands at low rates 
and for long terms with colonies exempted from all forms of 
taxation. In 1883 another colonization law was passed keeping 
the 2500 hectdreas limitation on individual holdings but pro- 
viding that surveying companies should receive as compensation 
one-third of the land surveyed. In 1894 a waste land law was 
passed removing the 2500 hectdreas limitation but the terms 

of the law were suspended by the Land Law of 1909. In 1912 an 
executive decree provided that national land should be granted 
to Mexicans on terms of payment but no more than two hundred 
hectareas should be granted to any one individual. See Branch, 
"Brief Viger of Concessions in Mexico," in Mexican Year 


Book, 1920-1921, pp. 8-9. 
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of ten meters from each bank of navigable rivers and five on 
floatable rivers should be inalienable in title from the fed- 
eral governments; the law did not specify any retroactive in- 
tent concerning lands whose title had already passed to third 
Jee a The federal constitution was amended in 1901. to 
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Association of Producers of Petroleum in Mexico, Petro- 
leum Concessions on "Federal Zones," 12. 
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give the government power to determine which waters were of 
federal jurisdiction and to issue laws concerning their use3 


organic law enforcing the constitutional provision was issued 
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in 1910, 
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The previously-mentioned oil law of 1901 was enacted giv- 
ing the federal executive power to issue concessions for ex- 
ploitation and exploration of the subsoil of vacant public 
lands and lakes, lagoons, and salt-water bayous under federal 
jurisdiction, expressly recognizing the right of private owners 


10 
to effect oil works on this land. 4 In 1902 the congress of 
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” Veece tee rae of, Producers of, Petroleum in Mexico, Petro- 
ileum Concessions on "Federal Zones," 13.° As a matter of” fact 
Maximillian had decreed on July 6, 1865, that salt mines, lakes, 
weils—or~-springs of-salt,-coal,bi- tumen,—petroLeum,—ete,,-could 
not be exploited without an express and formal concession first 
being obtained from the proper authorities of the government. 
This drastic expansion of national control did not of course 
survive Maximillian. See Manterola, La Industria del Petroleo 
en Mexico, 4+. 
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Mexico provided that all rivers of federal jurisdiction were 
in federal zones, regardless of whether the riparian lands 
were public lands; unless this law was meant to be retroactive 
in effect, it merely defined exactly the easement’ to which 
common waterways of communication were subject and therefore 


110 
affected only the surface. 
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Association of Producers of Petroleum in Mexico, Petro- 
leum Concessions on "Federal Zones," 14-16. 
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The water law of 1910 was of some significance in the evo- 
lution of Mexican concessionary law; it was issued by Porfirio 
Diaz and ordered old proprietors of surface water rights to ex- 
change them for only preferential rights on pain of losing 
their rights altogether, this even though water rights had ne- 


ver been subject to the subsoil laws of Spain or Mexico. 


Lik y 
La Cuestion Petrolera Mexicana: El Punto de Vista del 


Ejecutivo Federal, 37. 


The law permitted appeal to the courts from administrative Why 
action and the granting of concessions to other than Mexican 


112 
corporations was forbidden. Petitions for concessions were 
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Branch, "Brief Analysis of Concessions in Mexico," in 1h 
Mexican Year Book, 1920-1921, pp. 5-6. ih 


to be published for sixty days in official journals, sixty days 


claims, bond had to be put up to guarantee performance, and Hi | 


were allowed after the filing of the original claim for counter- 
conditions of grants were detailed in a contract between the | 


JET ee | | 
executive and the concessionary. Water concessions granted | | 
| 


oer 


that were in the nature of public utility and for a term less 


than sixty years were subject to governmental acquisition at 


LOO 


a valuation fixed by experts, and in franchises granted for 
over a sixty year period on the expiration of the contract im- 
movables reverted to the nation with the payment of a fair 


114 
valuation. One of the authors of the Ley sobre Aprovecha- 


miento de Aguas de Jurisdiccion Federal de 1910 declared that 
it dic not include lands occupied by such waters of common use } 


. 
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because that was not the intention of the lawmakers. The Hil 
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Vera Estanol, Cuestiones Juridico-Constitucionales, 26. 


law broadened the definition of waters of federal jurisdiction, 
extending it to include all waters flowing from one state to 


6 
another and the affluents of those streams. Since the law 
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Association of Producers of Petroleum in Mexico, Petro- 
Concessions on "Federal gones," ll. 


of 1902 put all rivers of federal jurisdiction within the fed- 
eral zones, the area under federal supervision was greatly ex- 
tended by the broadening of the definition of waters of federal 
jurisdiction, although the question of previously-acquired 
rights was not settled. Under Spanish law owners of lands ly- 


ing along streams had held title to the water's edge subject 


only to public easement on floatable or navigable streams and 
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owners of brooks and creeks owned bank and bed free of ease- 


es 
ment. ? The constitution of 1917 further extended the defi- 
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nition of waters of federal jurisdiction to include intermit- 
tent streams whose waters in their principal branch crossed 


two or more states. 
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The pattern for the granting of concessions in Mexico was 
set by the railroad franchises which from 1837 to 1873 were 
issued with exclusive and perpetual privileges by special 
grant. The first regulatory law was enacted in 1881 and pro- 
vided for almost complete federal control of railways, tele- 
graphs, and telephones, with a state monopoly set up for the 


LE 
telegraph. Railway franchises granted in this period pro- 


Be 
vaaaeee, "Brief Analysis of ,Concessions,.in Mexico, "in 
Mexican Year Book, 1920-1921, p. 7. 


vided for the reversion to the nation of the unencumbered pro- 
perty at the end of ninety-nine years when rolling stock was 
to be evaluated by experts and paid for. The operation of 


the lines was to be in the hands of the concessionary under 
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governmental supervision with rates fixed by it. 


120 


The concession granted in 1849 by the Mexican congress 
authorizing the construction of a rail line from Vera Cruz to 
the Pacifie included a provision that foreigners connected 
with the company had to renounce their right to diplomatic 
protection as foreigners, and in 1854 a concession for a rail- 
way from Presidio del Norte to Guaymas provided that foreign 
shareholders or employees of the company would have no other 
rights or means of establishing them than Mexican law gave to 
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Mexicans. Foreigners seeking protection from their govern- 
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Howland (ed. ). Survey of American Foreign Relations, 284- 
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ments would forfeit their concessions. In 1867 Judrez granted 
a concession to an English group to complete the railway from 
Mexico City to Vera Cruz, providing that company and sharehol- 
ders and employees would not claim foreign rights even if 
denial of justice were alleged; such provisions or similar 


ones were included in contracts granted to the Mexican Nation- 


Ska Beye 
al Railway. 
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The railroad act of April 29, 1899, limited franchises 
to ninety-nine years with the provision that on the expiration 
of the period the property reverted unencumbered to the nation 
which paid only for the rolling stock. On the granting of a 
franchise on a major line a deposit of 150 pesos per kilometer, 
measured straight, was required with forfeiture of the conces- 
sion resulting from failure to begin the survey within the term 
set, inability to complete in any year the number of kilometers 
specified, interruption of public service except by force ma- | 


eas 
jeure, or illegal transfer of -coneessions. i 
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On April 29, 1894, the Mexican government issued a public 


= 
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lands law which authorized the executive to grant contracts ae 
for the exploitation of the wealth in timber, rubber, and other 


124 / 
resources on national lands. Under the Diaz regime conces- 


124 
Tbid., 4. 
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sions were liberally granted to virtually all who asked but . 
supervision increased with time. Carranza decreed that con- ill | 
cessions in federal zones for oil exploitation should go only 

to natural persons or companies of Mexican citizenship and 


should be limited to ten years duration. Such concessions 


were to have a maximum length of ten kilometers with the con- 
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cessionary paying one hundred pesos per kilometer and a royal- 
ty of 5-20% of daily production, with the added requirement 


that he was to drill one well for each two kilometers of the 


La 


grant within five years. 
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Association of Producers of Petroleum in Mexico, Petro- 
leum Concessions on "Federal Zones," 5. 
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Presicent de la Huerta during his interval as executive 
of Mexico issued large numbers of concessions to third parties 
in the federal zones regions of creek and stream beds which 
were used to drain the adjacent oil fields held by the oil 


companies already operating in Mexico. As a result the United 
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States companies complained to the American State Department. 
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Ibid., 2. The association pointed at a well of the Guf- 


fey interests (Compafiia del Agwi, S.A.) which was drilled in 
the bed of Tancuchin Creek in the Tuxpam field and which at- 
tained a capacity of 50,000 bbls., off-setting wells of El 
Aguila and Mexican Gulf. In the Committee of 1924, designed 

to encourage the Mexican oil industry, the major companies 
asked that the government not grant permits to drill in the 
federal zones since such permits frequently drained deposits 
discovered by companies at great expense. Alberto J. Pani, 
Secretario de Hacienda, generally assented, but José Vazquez 
Schiaffino declared the government should not agree so to limit 
itself. See Minutes of Committee of 1924, 71-72. Pani also 
declared later that the president was so wedded to the idea of 
federal zone concessions that he doubted whether Obregon would 
agree to a change in it. The oil company representatives main- 
tained federal zones were so narrow that it was unlikely large 
deposits of oil existed under them but must come from nearby 
lands, in reply to which Pani pointed out that previously the 
companies had objected to having their wells spaced widely, 
arguing once that in Cacalilao each well was a separate pool 
and permits should be granted for extremely close drilling. 

The government did agree that owners or operators working lands 
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contiguous to federal zones would be given preference in the 
granting of concessions. See Minutes of the Committee of 
1924, p. 81. 


eee aa _— 


ON RR RR SR ER RR rE ERE SS et ee en ee en a os 


Both Carranza and De la Huerta opened the door to oil land de- 
nunciation to persons without sufficient capital to undertake 


full scale operations and granted concessions to political 


127 
friends. 
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there were 14,690,237 acres secured under confirmatory conces- 
sions and 4,143,291 acres under ordinary concessions. See wiht 
G6mez Robledo, The Bucareli Agreements, 97. 


CHAPTER IV 
MEXICAN MINERAL LAW: FINAL PHASE 


The Mexican Senate in August, 1919, began to discuss a 
proposed organic law to implement Article 27. The principal 
point of discussion was the nature of property rights in the 
subsoil. Leon Salinas, sub-secretario of the Secretaria de 
Industria y Comercio, declared that owners of oil lands could 
not guarantee that oil existed in the subsoil of their land | Vf 
nor could they prevent the oil which might exist beneath their wy 
lands from being extracted by another individual who might . 


drill a well some distance away if subterranean channels con- 


nected the depositss; hence, according to the civil code, per- ie 

i! wi 
fect property rights could not exist to the oil in the subsoil fs 
and surface owners could not claim to be dispossessed of pro- Lu 


1 | 
perty when such subsoil oil was nationalized. Deputy Aguilino Hii | 
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Camara de Senadores, El Petrdleo, 90. | 


| 
Rama stated that the law of 1909 gave the surface owner the 
right to enjoy oil found in the subsoil without permission of | 
any authority but did not require him to take possession of it. | 
The surface owner did not therefore acquire a vested right be- 
cause the two things necessary to have property in an object 


according to law, i.e., that it be tangible and that it be 


subject to transfer, did not exist in oil in the subsoil. 
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Ibid., 92. The Mexican government has pointed out that 


the courts of Pennsylvania, Indiana, and the Supreme Court of 
the United States have ruled that oil does not become property 
of the surface owner until it is brought to the surface and 
possesseds3 the Supreme Court of the United States has also de- 
clared that the property of the owner of lands containing oil 
and gas is not absolute in the oil and gas until they are 
brought to the surface and are actually in his grasp. See 
Government of Mexico, The True Facts, 135, 148. 


a 


Rafael Zubaran was authorized to expound the view of the 
President and announced that both he and Carranza believed that 
the nation was more sovereign when it respected rights and in- 
terests contracted in conformity with its own acts and that, 
consequently, if the nation legislated legally in the mining 
law of 1909, declaring the subsoil to be the property of the 
surface owner, such acquired rights, if truly acquired, should 


be respected and not attacked by nationalization. 


adeia de Senadores, El Petroleo, 93«. In.this.respect 

it might be pointed out that Carranza's attitude toward Arti- 
cle 27 was not that of the more radical political leaders of 
Mexico. Roberto Haberman said that the original draft of the 
constitution did not contain such an article as Article 123 
(the labor code) and that Carranza opposed Article 27 at first, 
accepting it at last because of Villa's power. See University 
of Chicago, Norman Wait Harris Memorial Foundation, Third In- 
stitute, June 29 to :Jlg 6, ier mimeograph, 47. Various 
decrees of Carranza from 1917 1915 indicated that in his mind 
the powers granted in Article 27 to revise concessions and con- 
tracts made after 1876 affecting land, waters, and resources 
applied only to those which took immense extensions of land 
from the public domain to benefit private concessionaries. 
See Vera Estafol, Cuestiones Juridico- -Constitucionales, 136. 

In facet if December, 1918, Carranza asked that Article 27 be 
amended to prohibit the closing of private property of general 
interest by work stoppage, strike, or other similar cause with- | 
out previous authorization by the executive, which in turn was 
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to be permitted to operate such businesses, defined to include 
common carriers, communication systems, mining, farms, medical 
and drug supply houses. See Vera Estanol, Al Margen de la 
Constitucion de 1917, pp. 72-74. Carranza, one writer holds, 
found the precepts in his own constitution too advanced for 

his comprehension and failed to carry out the law fully. See 


Antonio Bahamonde, México Es Asf, 100. 
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Further debate on the proposed organic law produced the 
opinion expressed by one senator that the constituent power 
was not limited; to this another senator retorted that while 
one people might accept the destruction of interests, the By ill 
people with whom they came in contact by force of nature might mn 
not, so that Mexico could not legislate as if she were the 


be 
only country in the world. Pastor Rouaix, one of the authors 


of Article 27, replied to questions from officials of the } at 
Secretaria de Industria, Comercio, y Trabajo that the article | 
meant the complete property of the nation upon combustible | 
minerals, solid, liquid, or gaseous, was inalienable and im- 
prescriptible with their use to be ceded only by stdeus seks.” | 


nenae eRe La Controversia del Petréleo, 183, fn. i 


The division of opinion within Mexico as to how Article 


27 should be enforced was coupled with vigorous opposition 


from abroad. At that time an investigation of Mexican affairs 


——SS 
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was being conducted by the United States Senate under the 
chairmanship of Albert B. Fall who said that if Article 27 
were applied only to government-owned land neither he nor any 
one else could truly object to it, but Senator Fall added that 
even if a Mexican law guarranteeing titles were passed, there 
was danger that it might be invalidated by later changes in 
the law--a rather curious view to be taken of the law-making 


6 
power of a sovereign state. Similar to Senator Fall's views 


6 
Investigation of Mexican Affairs, I, 176. 


were those expressed in January, 1921, by the American Asso- 
ciation of Mexico which adopted a program for Mexico in which 
it recommended that Mexico return all properties belonging to 
United States citizens confiscated or administered by the Mexi- 
can government, acknowledge her duty to reimburse United States 
citizens for damages suffered in the revolution after 1910, 
eliminate all provisions of the constitution of 1917 that had 
as their effect the confiscation of property of United States 
citizens, eliminate the provisions of the constitution that 
restricted the development of United States enterprise in Mexi- 
co or agree not to apply such restrictions to United States 
citizens, and remove all other government restrictions on legi- 


timate United States enterprise. 


?one Status of Americans in Mexico: Bulletins of the 
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American Association of Mexico, 5. 
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After November 17, 1921, discussion of the proposed law 
stopped until 1922 when a new commission was named which pre- 
sented its dictamen in December, 1922, in which the plan sug- 
gested in 1919 was altered by the substitution of the conces- 
sion-contract for the prior-denunciation method of securing 
subsoil rights, and vested rights were to be confirmed by the 
issuance of concessions rather than nullified by retroactive 


8 
application of the law. No final action was taken upon that 


Camara de Senadores, El Petrdleo, 95-97. 
proposed organic petroleum law. 

The effort to pass an organic law for Article 27 was re- 
sumed in April, 1923, when the Chamber of Deputies approved a 
bill providing that petroleum deposits were under direct do- 
minion of the nation and were subject to the proposed law; 
that such dominion was imprescriptible and inalienable; that 
the right to explore and exploit the subsoil was to be acquired 
from the nation through the Secretaria de Industria, Comercio, 
y Trabajo by means of concessions not to exceed fifty years in 
durations; that the surface owner who had begun works of ex- 
ploition prior to May 1, 1917, could confirm his rights by 
contract-concessionss; that contracts made between private in- 
dividuals before May 1, 1917, for the express purpose of ex- 
ploitation of the subsoil could be confirmed by contract-con- 


eessions; that such confirmation of rights must be sought with- 


Lik 


in the term of three years or the rights be forfeited; that 
contracts or concessions to exploit the subsoil made after 
May 1, 1917, would be confirmed but under the terms of the 
proposed law; that controversies arising under the law should 
be settled in the federal courts; and that the petroleum in- 
dustry waslof-pablie atiddtg.. Jwhaonattenent na lmeena ds 


eee ee 


1 eduava de Senadores, El Petroleo, 317-322. According 
to Oscar Rabasa: 
yi | 


Public utility in Mexico has been defined by the Mexican i) | 
Supreme Court in three senses: public utility in the wed 
strict sense when the thing expropriated is destined for Wy 
direct public services; social utility which is character- 
ized by the immediate necessity of satisfying a social i 
class and through it the whole; and national utility | 
which requires the meeting of a necessity for the country i | 
in the face of situations which affect it as a political i 
entity or an international entity. _ See Sindicato de 
Trabajadores Petroleros, La Cuestion Petrolera 56. 
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Diputados was in reality the passage of a modified form of a 
law passed by the Senate in December, 1919. On November 12, 
1923, the Senate in its turn passed a new organic law for Arti- 
cle 27 which omitted the declaration that the petroleum indus- 
try was of public utility, exempted from denunciation lands 
held under contracts providing for petroleum exploitation exe- 


cuted prior to May 1, 1917, or on which oil works had begun 


before that date, and changed the terms for the granting of 
new concessions, providing for fifty-year exploitative conces- | 


10 
sions and permits for one year's exploration. Neither of 


Tinian 332-340. It should be observed that Mexico's dif- 
ficulties with foreign countries were in a state of crisis dur- 
ing this period and that on May 14, 1923, the Bucareli confer- 
ences began, out of which came the agreement that led to the 
recognition of the Obregon government by the United States, 
That conference is treated separately and in detail below, 
Chapter VI. 


the bills passed by single houses of the bicameral federal 
legislature became law in 1923, due in part to disagreement 
between the houses but primarily to the delicate state of Mexi- 
co's relations with the United States and the desperate need 

of Obregon's government to secure recognition by the United 
States. It was in that period that the Bucareli conference 

was taking place in Mexico City. It was not until 1925 that 

a third effort to implement Article 27 was made. In the mean- 
time conflict between the law of 1909, the Carranza decrees, 
and Article 27 went on in court, chancellery, and chamber. 

The attention of the government of the United States was 
drawn to Mexico in late 1925 when it became known that the 
Mexican government was preparing to present to Congress another 
plan for the implementation of Article 27. An unofficial note 
to the Secretario de Relaciones Exteriores of Mexico on Novem- 
ber 17, 1925, suggested that the American Secretary of State 
felt that the law proposed might becloud Mexican-American 
friendship since appeals from American property owners would 
inevitably follow the enactment of the law proposed, which ap- 


peals the American government would be bound to uphold to the 


liz? 


HB it) 


it 
utmost. The American Secretary of State felt that the nego- 


In this connection the negotiations to encourage the 
Mexican oil industry held in 1924 in secret between represen- 
tatives of the oil companies and the Mexican government are 
enlightening. In the minutes of these meetings Secretario de 
Hacienda Alberto J. Pani declared American land owners of 
lands on which no positive act had been taken must agree to 
the part of Article 27 waiving diplomatic protection. Dean 
Emery stated the oil companies would not object but the United 
States State Department might. Pani declared the State Depart- 
ment would not object because as a matter of international 
law, as interpreted by the United States, the State Department | 
would not consider itself bound by such an agreement and would | 
determine for itself when it should intervene. See Minutes i 
of the Committee of 1924, 106. Bi) 


tiation of a treaty of amity and commerce between the two na- aT 
tions might make it possible to avoid anything which would 


le ‘ 
affect good relationships between them. The Mexican govern- Ihe 
) 
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Os Unidos con Motivo de las Dos Leyes Regla- 
ti 
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s de la Fraceidn Pri Primera del Articulo 27 de la Cons | | 
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Correspondencia Oficial Cambiada Entre los Gobiernos de i 
| 
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ment ignored the rather premature protest and December 26, 1925, | 
{ 

enacted the first petroleum law for Mexico passed since the law | 


of 1909, the first written under Article 27 and attempting to | 


implement that paragraph of the constitution of 1917. Thus 


ended the confusing period from 1918 to 1925 when the industry 


was primarily regulated by a series of presidential orders. 


According to the Mexican government, in the writing of the 


law the oil companies had been consulted and had been given the 
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opportunity to suggest modifications in the law so that its 


terms were well known to the companies before its issuance. 


en oes 
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secretaria de Industria, comer ees y Trabajo, "Monthly 
Review of Petroleum Activities in Mexico Up to July 10, 1927," 
in Publicacidén Quincenal, Orga ano Oficial de la Secretaria de 
fagustrta, Ce Comercio y Trabajo, Ano az no. 13 Micha io le o 
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The new petroleum law limited the maximum sizes of single con- 
cessions. In known oil lands new concessions were to be no Wa 
larger than one hundred thousand hectareas, in unexplored land ul 
two hundred thousand hectareas, and to comply with the requi- me | Wh 
site for regular works to hold titles, concessionaries had to 
establish that in their concessions at least five thousand 


7 7 
hectareas had cost five pesos per hectareas ten thousand hec- 


ct 


dreas had cost four pesos per hectarea; twenty-five thousand Th 


hectareas three pesos each; fifty thousand hectareas two pesos | Hit 
vail 


pa : 14 
each; or one hundred thousand hectareas one peso each, The 
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Manterola, La Industria del Petroleo en Mexico, 25 | 
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petroleum industry was defined as the discovery, reduction to 
possession, conveyance by pipe lines, and refining of petroleun, 


in regard to which all matters were declared to be under feder- 


al jurisdiction with the industry to be regarded as a public 


15 


weirs bys The law reaffirmed that ownership of subsoil petro- 
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hse tee Wilson Hackett, "The Mexican Revolution and the 
ders States, 1910-1926," in World Peace Foundation Pamphlets, 
PEs 425: 


leum was inalienably vested in the nation, that works necessary 
in the exploitation of the petroleum must be authorized by 
specific federal grant from the executive, that such authori- 
zations could be obtained by foreigners and Mexicans under 
terms of the law. It then fedtizias*© 


Art. 12. Concessions granted by the Executive of the 
Nation in accordance with previous laws shall be confirm- 
ed without expense whatsoever, with subjection to the 
provisions of this law.... 


Art. 14. The following rights will be confirmed without 
any cost whatsoever and by means of concessions granted 
in conformity with this law; 

I. Those arising from (que se deriven de) lands in which 
works of petroleum exploitation were begun prior to May 
PPOBQL? ¢ 

aa Those arising from (que se deriven de) contracts 
made before May 1917 by the surface owner or his succes- 
sors in title for express purpose of exploitation of pe- 
troleum. The confirmation of these rights may not be 
granted for more than 50 years.... 


Art. 15. Confirmation of the rights to whieh Arts. i2 and 
14 of this Law refer, shall be applied for within the per- 
iod of one year, computed from the date of the going into 
effect of this Law; that date having passed, said rights 
shall be considered as renounced.... 
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According to the Mexican government, despite the provi- 


sions of Article 14 of the law, Royal Dutch and Transcontinen- 
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tal Oil both requested confirmation of their pre-1917 rights 
Le 
under its terms. such acquiescence was short-lived and to- 


4 
Secretaria de Industria, Comercio y Trabajo, "Monthly 
Review of Petroleum Activities in Mexico up to Suly a0, Lee a 
in Industria y Comercio, Publ: icacion Quincenal, Organo Pires 
de la Secretaria de Industria, “Comercio y Trabajo, Afio = no. 
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ward the end of 1926 the oil companies refused to request con- 
cessions, Royal Dutch paying little attention to the conces- H\\\ 


18 | 
Sions which it had requested and refusing to obey the law. | | 
| 
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The Mexican government claimed in 1927, however, that 125 of 


147 companies had secured confirmatory concessions under the 


19 i} iH] 
terms of the new petroleum law. Other foreign investors re- ay i} 
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fusing to accept the new petroleum law included Cia. Petrolera 


ae 


/ | 
del Agwi (Atlantic Gulf.0il Corp. )3; La Atlantica Compafiia Mexi- | 
cana Productora y Refinadora de Petréleo, S.A.3 D. W. Johnson | 


y cfa., Succesores (Atlantic Refining Co. )3 cla. Petrolera 
Tamaulipas S.A. (Humble Oil and Refining Co. )3 Richmond Petro- 
leum Co. of Mexico, S.A. (Standard Oil of California); Cia. 


Mexicana de Petrdéleo "El Aguila," S.A. (Anglo-Mexican Petroleum 


| 
| 
| 
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Company); and Cia. Transcontinental de Petroleo, S.A. (Stan- 
dard Oil of New Jersey). Those companies, with Royal Dutch 
Shell (Cia. Mexicana Holandesea "La Corona," S.A.), controlled 
90% of the actively producing oil lands acquired before 1917 


20 
and produced approximately 70% of Mexico's oil. President 


0041 Concessions in Mexico, 4. It is interesting to note 
that one statement has it that from 1917 to 1938 some 77% of | 
the oil lands given in concession to individuals, covering 40% 
of the surface presumed to shelter oil deposits, escaped the 
rule of Article 27. Sindicato de Trabajadores Petroleros, ha 
Cuvestion Petrolera, 41. 


An ecerenneeennne 


Calles shortly found the United States threatening interven- 
tion and the oil companies provoking a financial and economic 


crisis by cutting production in Galt from 192: se 1927 ane by 
& : 
— 
withdrawing their bank deposits. The companies also refrained 


eaten nine ccmneees 
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‘ Secretaria de Educacion Publica, Sobre el Fetroleo de 
Mexico: Conferencias, 71-72. 


22 
from new drilling. 


yy 


Bach y De la Pena, México y Su Petroleo, 16. 


During the period of bitter controversy with the United 
States government, the Mexican Minister of Foreign Affairs is- 


sued a note (November 17, 1926) stating that acquired rights 


could not be prejudiced by retroactive legislation or legisla- 


tion confiscatory in effect and that property rights legally 
acquired would be respected and guaranteed in conformity with 
the generally recognized principles of international law and 


a“ 


au The Mexican government, however, expected that con- 
23 ’ 
Standard Oil of New Jersey, Present Status, 34. 


crete cases would be presented to it demonstrating violations 
by it of such rights rather than general protests. The Mexican 
government also declared that the replacing of the rights ac- 
guired under the laws existing between 1884-1917 by confirma- 
tory titles was no less than the issuance of new titles of 


recognition and did not alter the original rights confirmed. 
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Secretaria de Industria, Comercio Vy Trabajo, Departmento 
de Petrdleo, La Industria del Petrdleo en México: Su Aspecto 
Legal y Su Reglamentacion por José Colomo y y ELE Estado Actual 
de Esa Industria por Gustavo Ortega, 9. Hereafter cited as 
Secretarfa de Industria, Comercio y Trabajo, La Industria del 
Petréleo. As a matter of fact an official opinion of at least 
part of the Mexican government in 1919 was that the mining laws 
had retroactive effect and did attack acquired rights or rights 
created by law but argued that the only real question was whe- 
ther the new laws were for public interest; if so, it was with- 
in the province of the state to issue such statutes. See Vdz- 
quez Schiaffino, Ssantaella, y Elorduy, Informes sobre la Cues- 
tion Petrolera, 54. José Vasconcelos declared that the sane 
way to interpret the law was to apply it to new concessions 
and new investors, leaving the question of retroactivity ina 
shadowy realm of theory while time worked in Mexico's favor, 
but Calles foolishly upset the situation and placed Mexico in 
a position from which she had to withdraw under foreign pres- 
sure. See José Vasconcelos, "A Mexican Interpretation of the 
Oil Controversy," “in Foreign No tes 7 Fits 
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In 1927 the Secretaria de Industria, Comercio y Trabajo issued 


a Reglamento de Trabajos Petroleros under the authority of the 


new petroleum law which set up a detailed regulation of oil 
works of all types from drilling, producing, and transporting 
to refining and marketing, with permits required for drilling, 
blasting, pipe lines, pumping stations, storage, refineries, 
gas plants, and, in general, any work related with the oil in- 


ps 
CqUStry. 
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Secretaria de Industria, Comercio y Trabajo, Reglamento i 


de Trabajos Petroleros: Edicion Oficial, 3-4. 

The diplomatic dispute with the United States resulted 
in American rejection of the Mexican position on rights ac- | 
quired before 1917 and an impasse until negotiations between 
Calles and Ambassador Morrow resulted in a modification of the | 
Mexican eg eunB eRe The Mexican opinion officially was that 


Charles A. Thomson, "Mexico's Challenge to Foreign Capi- 
tal," in Foreign Policy Reports, XIII, 135. 


| the transitory epoch in which the dominion over coal and petro- i | 


leum passed to the owner of the soil marked an abnormal period. 


Chet. sue ie de Industria, Comercio, y Trabajo, La Indus- 
tria, el Comercio y el Trabajo en Mexico Durante la Gestion 
Administrativa del Sefor Gral. Plutarco Elfas Calles, I, 342. 
Hereafter cited as Secretaria de Industria, Comercio, y Traba- 
jo, La Industria, el Comercio, y el Trabajo. 


Contrariwise, another authority in the legal field held that 


the article in the law providing for the granting of conces- 
sions to confirm rights received before 1917, when oil exploi- 


tation had begun, was unconstitutional, since the mining laws 


of 1884, 1892, and 1909 conceded such rights unconditionally 


to owners of the soil. It was confiscatory, in that view, be- 


cause it did not protect properties on which positive acts had 


not begun, although the previous laws unconditionally had de- 


clared that oil was the exclusive property of the owners of 


the soil and those laws, constitutional, did. not require. any 


obligation of the owner to the government. In that article, 


according to Salas, the mathematics of the engineers who draft- 


ed the law was in open struggle with the principles of justice 


| 2 
and the very elementals of constitutional law. President 
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ee. Salas, (ed. ), Juicio Critico del Proyecto de Ley del 
Petréleo Formulado por la Comision Mixta Integrada por ~ Los 
Sefores Lic. Manuel de la Pefia, Ing. Joa eae Santaella, Sena- 
dor Fernando Rodarte, y Dip. Miguel Yépez Salorzano, 7. Here- 
after cited as Salas, Coty Juicio Critico del Proyecto de 
Ley del Petréleo. 
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Calles announced in 1927 a decision to expropriate the oil 
lands to solve the anomoly but the poverty of the Mexican trea- 
sury made such a solution impossible; consequently Article 27 
was reinterpreted by the Mexican Supreme Court so that Mexican 


law in a loose application was preserved but international in- 


tervention for the oil companies disappeared. 
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Gonzalez Ramirez, El Petréleo Mexicano, 210. 

The critical situation vis-a-vis the United States in 
February, 1926, was made more so when the strong opposition of 
American oil men to the application of Article 27 was accom- 
panied by an attack on the article by the Archbishop of Mexico; 
also when a nun from Mexico appeared before the congressional 
committee in the United States investigating Mexican affairs 
to testify that she was there on the instructions of United 
States Ambassador to Mexico Shefield, Mexico promptly concluded 
that foreign intervention and the Church were linked. The re- 
sult was a violent attack on the Church by the Mexican govern- 


30 
ment. 


ST SO AA TE A EN A EE RR RE NR SR NR A I ct IS 


30 


The University of Chicago. Norman Wait Harris Memorial 
Foundation. Third Institute, June 29 to July 16, 1926, mimeo- 
graph, 81. 
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The way to a solution of the immediate problem facing 
Mexico in regard to the enforcement of Article 27 was opened 
by a ruling in 1927 of the Supreme Court concerning an amparo 
suit against articles 14 and 15 of the petroleum law brought 
by the Mexican Petroleum Company. The court ruled that rights 
acquired prior to May 1, 1917, for the exploitation of o11 


could not be limited in time by the confirmatory concessions 


for land-owners and could not be reduced below the time men- 


Lal 
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Ba 
tioned in the contracts made by lee sdeuee January 10, 1928, 


i 
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Government of Mexico, The True Facts, 59. It is worth 
noting that the decision referred to vested rights to exploit 
the subsoil not to the subsoil_itself. 
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the Mexican government announced an amendment to the petroleum 

law which distinguished owners and lessees in regard to their 
é; a= 

rights as follows: 


Article 14.--The following rights shall be confirmed with- Hy li 
out cost and by means of the issuance of concessions: 
I.--Those attaching to (que se deriven de) lands on which Wil 
works of petroleum exploitation shall have begun prior to tt 
May 1, 1917. 

il. --Those originating from contracts executed prior to 

May i, 1917, by the surface owner or by his successors in 
interest, for express purposes of petroleum exploitation, 


The confirmation of these rights shall be granted without Tah 
limitation of time whenever they should run in favor of hg 
the surface owner; and for the terms stipulated in the ea 
contracts...in the ease of rights originating in con- he 
Grdeteys:. ee 
| 
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Documents Relating to the Petroleum Law of Mexico of 
December 26, 1925, with Amendments of January 3, 1928, 26. 
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The Mexican government had been forced to beat a strategic | 
. 


retreat ‘before “the pressure created —interna lly -and-externally, 
politically and economically, by the oil companies supported | | 


3 | 
by their respective governments. Even so, the Mexican govern- i} 
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Alfonso Teja Zabre, Panorama Historico de la Revolucion 


Mexicana, 152. 
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ment did maintain its vosition that direct ownership of the 
subsoil was vested in the nation and the doctrine of positive 


acts was preserved, although made very broad indeed in meaning. 
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Dunn, The Diplomatic Protection of Americans in Mex 


ee Mexico, 
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By March, 1928, holders of oil lands were permitted to receive 


quired rights on lands where positive acts had been committed 
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confirmatory concessions without time limit, recognizing ac- | 
4 


priorsto 1917 and removing the requirements for deposits and i 


ry \ 
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charles A. Thomson, "Mexico's Challenge to Foreign Capi- iN I 
tal," in Foreign Policy "Reports, XIII, 135. ° The Supreme .Court ls. } 


and the government developed the doctrine of "positive acts" 
under pressure and expanded it to include the mere intention | Gu 
to exercise rights on the subsoil, a despoiling of the state eee | 
of its rights. Consequently, although in 1917 scarcely 279 ; 

wells had been drilled, confirmatory concessions issued later | 
covered 5,762,999 hectareas. See Sindicato de Trabajadores | aii 
Petroleros, La Cuestién Petrolera, 48. | 
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for regular damted? That brought Mexican law more nearly into 
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Manterola, La Industria del Petroleo en Mexico, 35. 
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harmony with the opinion of the United States Supreme Court 


which had ruled in City of Owenboro versus Cumberland Telephone 


ee 


and Telegraph Company that the granting of licenses for purposes 


of public utility constituted property rights in perpetuity un- 


less limited in the franchise, such rights not to be cut down 
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in the absence of some controlling principle of public Awiiey.°! 
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"gtandaré Oil of New Jersey, The Reply to Mexico, 54-55. 
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Following the Morrow-Calles agreement and the amendments to 
the petroleum law, large sums of American and European money | 
were invested in Mexico$ however, requests for, confirmatory 

concessions were often delayed and 424 requests covering six 


million acres never were acted upon. 
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Se a tandara Oil of New Jersey, Present Status, 35. It was 
after 1927 that Standard Oil of New Jersey acquired Huasteca. 
As for concessions, some were still pending in 1938 on lands 
bought thirty years before and applications covering 2,592,000 
acres were unacted upon. See Standard Oil of New Jersey, Fine 
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Art of Squeezing, 7-9. | 3.) 
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The American government announced March 27, 1928, that be 


the controversy beginrring in 1917 was at a practical conclu- 
sion and that further discussions concerning the oil question 


could be handled by the Mexican executive departments and not 
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through the United States Department of States?’ Whether or 
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*pepartment of State, Papers Relating to the Foreign Rela- \ it 
267-386, Hereafter cited 
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as Foreign Relations. 
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not the principal consideration in the American policy toward 


Mexico in regard to the petroleum law of 1925 was the fear 


that its acceptance might cause other Latin-American countries 
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to follow the same course, the law had been effectively 
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Standard Oil of New Jersey The Mexican Expropriations 
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in International Law, October, 1938, typescript, 27. 
turned from its original direction. 

The enforcement of the amended petroleum law of 1925 con- 
tinued to be the cause of some complaint from the oil producers 
of Mexico, or at least the section represented by the Associa- 


tion of Producers of Petroleum in Mexico. In a letter dated 


— 


April 25, 1929, the secretary of the Association, A. J. Arm- i 
£ b] 5 7 $ | 


strong, listed for members some of the faults still to be 


found in the Mexican policy toward the oil companies: the Mexi- 


can government was making certain requirements in the enforce- 1d) 
ment of the law which were difficult or impossible to fulfill; ea 
it was, through the Department of Industry, Commerce, and La- be 
bor, making a careful examination of all documents presented 


by the companies to prove title, which was not necessary since 
the companies had complied with all the documentary require- 


ments substantiating confirmatory concessions; it was guilty 


of unreasonable and unnecessary delay even where applicants 

had complied with all regulations; it was using a form for mh 
ordinary concessions which was not satisfactory since it did 

not declare clearly the rights acquired; it should accept ren- 


tals and other payments as evidence of regular works of ex- 


ploitation to meet the requirements of the law; it should not 


include the federal zones in the national oil reserves since 
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federal zones were excluded from confirmatory concessions. 
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Memorandum of Objections to the Petroleum Law and Regu- 


lations as Interpreted and Administered to Date. A. J. Arm- 
strong, Secretary of Association of Producers of Petroleum in 
Mexico, April ®25,°1929. 
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The government, according to major oil companies, even 


after the companies had accepted the law of 1925 and its pro- 


Je 


visions for confirmatory concessions, meticulously examined 
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applications for such concessions and the works necessary to ) 
hold them with the sole object of declaring the concession void | 
on any pretext in order that the land might be added to the na- 
tional reserves. In that manner, so ran the plaint, the com- 

panies were deprived of rights acquired before 1917 despite al 


“2 
the change in the law. Nevertheless, for the first time ie 


Huasteca Petroleum Company y Standard Oil Company of 
California, Expropiacion: Un Estudio de los Hechos, Causas, 
yy a em nn Feet am ir co 


arp 7% ~ 4 s : g s 2 
Metodos, y Efectos de la Dominacion Politica de la Industria 
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ten years or more the petroleum law of Mexico was clear and | 


agreed on by all parties concerned. In 1930 the Mexican govern- i 


ment enacted a mining law for minerals other than petroleum in 
which three types of concessions were established: concessions 
of exploration to last for two years ; of exploitation to last 

for unlimited time; and for plantas de beneficio, also to last 


Ly: 
for unlimited time. . That law was amended in August, 1934, 
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Neerefiarta de ap a: Comercio y Trabajo, Ley Minera 
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to establish and regulate the national mining reserves with a 
Comision de Fomento Minero set up to supervise the operation 
of the laws; concessions were to be granted not to first appli- 
cants but to those demonstrating the greatest economic and 
technical resources for exploitation, provided they were Mexi- 
canj; and of course it included a provision for the payment of 


a royalty to the government. After 1935 the terms laid down 


BS ap nae . Pa 
Mexico: Historia de su Evolucion Con- 
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Patavfcint (ed. ), 
structiva, IV, 410- Mil. 


for new concessions to foreigners were prohibitive so that few 


were executed}; nevertheless in 1937 El Aguila received the 


ue 
whitney H, Shepardson and William 0. Scroggs, The United 
states in Piaf Affairs: An Account of American foresen E Rela- 


tions, Leith 1 iad eg 
United & és in World Affairs: 1938. 
concession to the Poza Rica oil field after agreeing to invest 
twenty-five millions in the field and to pay the government a 


46 
35% royalty. 
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Nathaniel and Sylvia Weyl, The Reconquest of Mexico, the 


Years of Ld&zaro Cdrdenas, 293. Hereafter cited as Weyl, Re- 


conquest of Mexico. 
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The base for the final solution of the Mexican problem of 
subsoil wealth and its relationship to the state was laid in 
1936. The reasoning upon which this solution was founded was 
very well expounded by Gilberto Bosques, writing concerning 
the plan of the National Revolutionary Party for a reinvigor- 
ation of the Mexican revolution: 


During the past century while the Indians were being de- 

spoiled of all land whether communally or individually 

owned, a very important tenet of liberal political thought 

gained force and came to be definitely established. It \ | 
was the tenet that ownership of all lands and waters is Ny ial 
originally vested. in the Nation and that it is by virtue 

of title granted by the State that private property ex- 
ists.... The State has, in consequence ofthis right, net 
the inalienable power to take away any manner of private Hl 
property. It is specifically established that the exer- 
cise of this right is imperative when the public good 
demands it. 


7 | 
Gilberto Bosques, The National Revolutionary Party of ft 
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| 
The new approach was forecast by the enactment of the ex- | 
propriation law of November, 1936, which was passed after long 
and heated debate and which broadened the definition of public | 
utility to the utmost, giving the federal executive authority | 
to declare partial or full expropriations to meet the needs of 
public utility with compensation to be paid in not more than i 
ten years. President Cardenas announced that the purpose of 
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the law was to expropriate inactive means of production in or- 
der to better the lot of the working class, with the govern- 
ment using its powers to put to work inactive industrial enter- 


ao 


prises. A Mexican jurist declared that the purpose of the 
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F.J.H., "The Mexican Expropriation Law," in Bulletin of 
the Pan American Union, LXXI, 286. 


expropriation law of 1936 was to facilitate expropriation of 
Bl 
national industries beginning with agriculture, continuing i 
to the extractive industries, and concluding with manufacturing, tld 
| with the government having the power to solve labor disputes 
| by expropriating the property involved and putting it in the 


| 50 Wh 
hands of the workers to operate. One leader of a labor union hg) 
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| Compania Mexicana de Petroleo "El Aguila," S.A., et.al., | Wil 
The Mexican Oil Strike of 1937: The Expropriatory Decree, 46. NH HI 
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wrote that the expropriation law of 1936 was the direct conse- | 
quence of the resistance of industry to the 1935 law estab- 


| lishing a minimum wage. The minimum wage act provided that | \ 


| 
wages were to be raised beginning with 1935 "hasta donde per- i} | 


> J s ft cJ = AJ ' 
mite 1 esistencia economica de las empresas," which provi- i) 
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sion was used by industry to shut down certain sources of work i | 
| to avoid abiding by the law. The result was the law of 1936 


which made it possible to keep industries open under the work- 


ers, pending state mediation, regardless of the claim of eco- 
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51. 
nomic incapacity on the part of the management. The law in 
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Diseursos y Articulos en Ejercicio de Una Representacion 


Popular, 1937-1940, p. 61. Hereafter cited as Angel Menendez, 
Ideas y Direccione a Palitioea. 
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Miguel Angel Menendez, ideas y Direcciones Politicas, 
CLCaS » 
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part was brought about by the government's desire to expropri- 


52 
ate wells, machinery, and equipment in the Laguna region. 


2 thor son, "Mexico's Challenge to Foreign Capital,” in 
Foreign Poirticy Re portep ATT Balaay 
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The question of the constitutionality of the new law arose 


at once and the Mexican Bar Association declared that it was 
Kz 


unconstitutional. The Supreme Court of Mexico, on the other 
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David D. Leven, Petroleum Encyclopedia "Done in Oil, 
the Cavalcade of the Petroleum ‘Industry from a Practical, *n00- 
nomic, and ‘Financial Standpoint, 281. Hereafter cited aS 
Leven, Done in Oil. 
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hand, ruled that the action of the Governor of Yucatan in de- 
ecreeing that private property could be occupied temporarily 

for the use of third parties when indemnification was offered 
was legal. According to Article 27, in the view of the Supreme 
Court, property was a social function properly to be regulated 


by the state in the interest of the RMR Others would 
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Gilberto Bosques, 
Mexico and the Six-Year 


ihe ee Sevorussonary Party of 
Plan, 


257-2 


| 
iy 
. 


have had the law unconstitutional because it authorized the 
expropriation of any property without distinction, because it 
made possible not simply the control of a public utility but 
that of a class of society, because it provided only for in- 
demnity from the time of expropriation and at the pleasure of 
the expropriator, and because it empowered the executive to 
exercise the expropriatory authority rather than the juridi- 


E. 
ciary.~ It also was argued that the extension of the expro- 
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priatory power of the state to all kinds of property was con- 
trary to the constitution which permitted only expropriation 
of real property as a kind of reversion of ownership of land 


56 
to the state. The law was declared to be unconstitutional 
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‘Standard Oil of New Jersey, The Mexican Expropriations 
in International Law, October, 1938, typescript, 40. 


in its provision for indemnification since legally and econo- 
mically indemnity determined in form and terms by the expropri- 
ator did not meet the concept of indemnity described in the 
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constitution, according to one legal authority. Botella 
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Asensi also stated that the administrative procedure set up in 
the expropriation law which reduced the function of the judi- 
ciary to that of settling the value of property when controver- 
sy arose violated the constitution in Article 27 where judicial 
procedure was provided to carry out the article, which function 
could not be reduced without amending the edhetttatsongh= The 
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? Ibid., 54-55. 
legal experts of the Standard Oil Company of New Jersey also il 
Wie il 
maintained that in Mexican law according to Article 27 expro- eT Pe aah |: 
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priation was to be by judicial process, not executive. At ii | 
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any rate, the law was enacted and by it was laid the subsequent | Hi 
60 | 
legal base for expropriation of the oil properties. 
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In June, 1941, a new law regulating petroleum exploita- 

tion under Article 27 was enacted in which the nation was 
given right to carry out governmental works of exploration and 
exploitation along with private institutions created by law and 
| private persons under contracts. Contracts of exploration and 
BI exploitation were to last for thirty years. The law regula- 
f ting this organic law was also passed in 1941 and provided 
1 that in cases of expropriations to carry out oil works, the 
property should be described in a dictamen by the appropriate 

Secretaria with the motives for expropriation set forth. Com- 
pensation was to be set by three experts designated by the 
owner, contractor, and government with the understanding that 
rejection of the judgement by any party to the affair would 
place him in rebeldfa. See Secretaria la Economfa Nacional, 
Direccion General de Minas y Petroleo, Ley Reglamentaria del Arti- 
culo 27 Constitucional en el Ramo del PAE: y su Reglamento. 


CHAPTER V 
NTERNATIONAL CLAIMS AND MEXICAN POLICY 


The complex question of claims plagued Mexican-American 
relations from the early years of the nineteenth century to 
the middle of the twentieth, the nature of the claims chang- 
ing during the course of the century but the issue involved 
remaining almost the same and centering about the problem of 
compensation for expropriated property or property rights dam- 


aged in some other fashion. The first Mexican-American Claims 


Commission was set up in 1839, consisting of two representa- 
tives from each of the governments with the King of Prussia 
or his agent to be arbiter in disputed cases; of the claims Bi! 
submitted to that commission fifty-three were approved for f 


Makes i 
$1,486,745 in favor of the United States. The claims of 1839 ry 
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Howland (ed.), Survey of American Foreign Relations, 261. 
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were only partially paid by Mexico and it was this unpaid debt 
which was the subject of the United States proposition to 
Mexico to cancel the sum due if Mexico would surrender Texas 


2 
to the United States. In the controversy over payment a sec- 
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ond claims agreement was negotiated but was rejected by the 
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United States Senate in 1843. 
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The thorny problem of claims made against Mexico by aliens | 
supported by their governments was certainly related to the 
developing attitude of the Mexican government toward foreigners, 
alien-owned property, and diplomatic protection from foreign 
governments for such property. Santa Anna gave on March 14, AN ith | 
1842, the first public expression in Mexico to the view there- | 
after consistently upheld by the Mexican government that the 


right of diplomatic protection was a personal right which could 


be waived by the individual foreigner without consent of his hy ic 
native government. What Santa Anna decreed was that foreigners ea 
who acquired real property in Mexico became in regard to their ‘ae 


property entirely subject to the laws in effect or to be effect- 
ed within Mexico concerning transference, use, possession, and 
taxation without the right to claim protection for rights vio- | 

lated from their alien governments. Such protests were to be | 
determined in the regular course of Mexican law without there 

being any recourse to intervention on behalf of the alien by’a 


4 | | 


foreign government. 
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Dunn, The Diplomatic Protection of Americans in Mexico, 
171. This decree was repeated by Comonfort in 1856. Ibid. 
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The Mexican government included provisions of this nature 
in the early concessions granted to foreign companies for rail- 
way construction. In 1849 the concession granted for the con- 
struction of a rail line from Vera Cruz to the Pacifie contain- 
ed a clause that foreigners connected with the company had to 
renounce their rights to diplomatic protection. Also a con- 
cession granted in 1854 for a rail line from Presidio del Norte 
to Guaymas provided that foreign shareholders or employees of 
the company would have no other rights or means of establish- Wy al | 
4 
ing their rights than Mexican law granted to Mexicans.” To iil 
ne ae ae ee ee ee ee ee a ee eee | | 
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violate the clauses by seeking foreign protection meant loss fa 
of the concession privileges. b. 4 
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Interestingly enough the United States and Mexico includ- 
ed in the Treaty of Guadalupe Hidalgo a provision (Article 11) i | 
that the American government would pay the Mexican government HW) || 
indemnity for any raids by Indians across the boundary of the 
United States, after the cession of territory--raids which | 


subsequently became so damaging that under the terms of the 


treaty the Mexican government demanded peparations:” The 


—— 


ame ncreme = ee 


e 7 s / 2 ’ s 
Esquivel Obregon, "Proteccion Diplomdtica de los Ciuda- 
danos en el Extranjero," in Jus: Revista de Derecho y Ciencias 
Sociales, XIII, 86. 


United States denied any obligation to pay and the plenipoten- 
tiaries of the United States in Mexico, Webster and Letcher, 
were instructed to renounce Article 11 of the treaty since the 
American Secretary of State indicated that the obligations 
assumed under the article were taking on alarming proportions. 
Subsequently the Treaty of 1853 renounced not only Article 11 
of the Treaty of Guadalupe Hidalgo but also Article 33 of the 
Treaty of 1831, which was similar in its provisions, and the 


United States offered Mexico two million pesos as indemnity. 
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Ibid., 86-88. 
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The Mexican policy toward damage claims and diplomatic 
protection continued to develop under Judrez when a concession 
granted to an English group for the completion of the railway 
from Vera Cruz to Mexico City provided that neither the com- 
pany, the shareholders, nor employees could claim foreign 
rights even in cases of alleged denial of justice, a provision 
which was also included in the contracts made with the Mexican 


vd 
National Railway during the time of Porfirio Diaz. 
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As for claims between the United States and Mexico, they 
were adjudicated once again by the agreement of 1868 which set 
up a commission of three consisting of a representative from 

+ * 10 * : = > > 
each nation and an umpire. This commission in its work of 
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Ibid., 262. 


evaluating claims did not seem to apply consistently any es- 
tablished principles of law or anything else in its judgments ) 


concerning denial of justice and the exhaustion of local reme- | 
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dies. The Mixed Commission did reject claims for damages 


Dunn, The Diplomatic Protection of Americans in Mexico, ia 
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presented by citizens of either government when such damages 

were requested for acts executed by armed forces; nor were 

claims growing out of acts by the Empire of Maximillian or | 

the American Confederacy aihewadek Nevertheless it settled | 
. 
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Mariano Salas, Defensa de Mexico, 50. 


186 American claims, awarding $4,125,622 or 0.8% of claims 
made by Americans, and 167 Mexican claims were settled for 


$150,498 or 0.2% of the amount demanded. The percentage of 


the United States was subsequently reduced to 0.6% when two of 
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its awards for $1,152,046 were found fradulent and the money 
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was refunded to Mexico. 


Howland (ed.), Survey of American Foreign Relations, 262. 

It was also in 1868 that Secretary of State Seward of the 
United States was informing the government of Prussia, which 
had demanded reparations for some of its nationals injured in 
their property during the American Civil War, that a government WA 
was not responsible for damages committed by insurgents provi- il] 
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ded it had adopted means to suppress the rebellion. Inter- | 
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national law, said Secretary Seward, did not hold any govern- | 
ment responsible for acts of rebels committed in violation of 
authority where the government itself was not guilty of breach | | 
of faith or of negligence; in such instances, law-abiding neu- 
trals had the same rights to claim indemnity against the \f 
government as the citizens of the government but no greater 


rights. 
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Other states also have made declarations denying respon- 
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| sibility for damages in cases involving civil disturbance. 
Venezuela in a law of February 14, 1873, declared that in no 


| case would it indemnify damage or expropriations executed by 
s ° AJ J J J J 16 
legitimate authorities acting in their public character. 
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Salas, Defensa de Mexico, 57. 


Treaties existed between the Mexican government and Italy, 


Belgium, Germany, Holland, Norway, the Dominican Republic, HY il 


i 
| icuador, and Nicaragua which provided that no one should have iit) 
the right to claim damages for acts consumated in civil war i] 
~ * 17 : o * 

or insurrectionary acts. There were no treaties of this 
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type with England, Austria, Spain, Russia, China, or Japan } al 
but the principle of reciprocity would have ruled out their ) 


being indemnified by Mexico since they had not practiced the 


paying of indemnities to nationals of other nations in such | 


cases. Nor did France pay for the losses caused to foreign- } 
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ers by her revolutions. This conception of national respon- 
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Ibid., 53. 
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sibility was included in the Pan-American Treaty of 1902 which 
stated that governments were not responsible for damages suf- 
fered by foreigners because of acts of factions or individuals 
or of fortuitous cause whether or not they were wars, civil 

or national, except in cases where civil authority was remiss 
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In the Jay Treaty of 1794 between the United States and 
Great Britain it was provided that British subjects with proper- 
ty rights in the United States should possess the property on 
equal terms with citizens of the United States. In connection 
with the readjustment of the New York-New Hampshire boundary 
a British subject protested at damage to his property rights 
and was told by the Attorney General of the United States that 
no obligation existed on the part of the United States to com- 
pensate the loss since the damage was the result of general 
circumstances applying to citizens of the United States as 


: ae 
well as to foreigners. 


a EAN EE ITE SE RSE RN ee re a PME NE IEE RN EN ETE TO ee RN NE 


eR re 


A / / 
Obregon, Mexico y los Estados Unidos ante el Derecho 
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Internacional, 130. 
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The outbreak of revolution in Mexico in 1910 brought about 


the alteration in practice in Mexico which made possible the 


— 
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tremendous quantity of claims which burdened the country there- 
after, unsettled, for at least a generation. As the Madero 
revolt, ,seemed,.to -be: succeeding, Diaz on May 21, 1911, agreed 
with Madero in the Juarez Pact that damage resulting from the 
civil war should be compensated by the government, by which 
action rebellion against the state was converted into a lucra- 


22 / 
ive buSiness. After Diaz fled to Europe into exile, the 


Coa 
de Mexico, 7. 
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interim president, Leon de la Barra, presented the pact to the 


congress for approval, as if it were an agreement between two 


nations. The two houses of congress voted the approval and hy 
Me im 

appropriated on May 31, 1911, the sum of six million pesos to ca 
23 Bi 

cover indemnity. Thus originated the Mexican policy on in- b 
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demnities for damage resyiting from insurrections, a policy 
that was to have dangerous consequences for Mexico in the 
future. 

This untoward generosity on the part of Mexico was extend- 
ed to foreigners directly by the Carranza declaration of June 


11, 1915, which, as previously noted, provided in part that: 


The constitutionalist government shall afford to foreign- 
ers residing in Mexico all the guaranties to which they 
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are entitled, according to our laws, and shall amply pro- 
tect their lives, their freedom, and the enjoyment of their 
rights of property, allowing them indemnities for the dam- 
ages which the revolution may have caused to them, in so 
far as such indemnities may be just.... 


The process of accumulating obligations was continued by 

| Carranza under the extraordinary fiscal authority granted him 
by the Mexican congress on May 8, 1917, under which he issued | 
| the decree of November 24, 1917. This authorized the payment iii 
of damages and of exactions levied by the agents of the state et 


| as well as those assessed by the rebels. To determine the | 


| j ° - | M Hy 
| amounts due the respective claimants from foreign countries ens 
fu! 

Carranza ordered a commission set up to study the damage suf- fu | 
| a) 
| fered by persons and property as a consequence of the revolu- 
| i Wy 
| tion from November 20, 1910, to August 30, 1919. The order | i 


provided also that an arbitral commission, consisting of a 
representative of the country concerned, one representing the 
government of Mexico, and a third member named by those two or 


| by the president of Mexico, should settle disputed cases. 
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Salas, Defensa de Mexico, 41-42. 


In effect, the decree acted on the assumption that a matter 


26 | 
subject to arbitration could be decided by unilateral order, , 
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although it remained true that the determination of responsi- 
bility was due to Mexican generosity rather than to obligation. 
As Carranza declared, the Mexican government had established 

a form for indemnifying the damage caused during the revolu- 
tion which demonstrated a spirit more liberal than other govern- 


a7 
ments in analagous situations had shown. The establishment 
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dente Constitucional de la Reptblica, C. Venustiano Carranza, 
al Renovarse el Periodo Ordinario de Sesiones el 1° de Septiem- 
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bre de 1919 y Respuesta del C. Presidente de la Cdmara de Di- 
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utados, 37. Hereafter cited as Informe de V. Carranza a la 
Camara de Diputados 1919. 


of claims went on apace subsequently, claims growing not only 
out of revolutionary damage but also out of revolutionary re- 
forms. 

Revolutionary reforms, when they aimed at implanting inno- 
vations prejudicing the interests of some United States citi- 
zens in Mexico, frequently provoked insinuations from the Uni- 
ted States which were more or less vehement, the word confis= 
cation being used by the United States in what appeared to 


Mexico to be an effort to affect the freedom of the Mexican 


28 
government to legislate. One American group maintained that 
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Ibid., 20-21. Carranza's Secretario de Hacienda, Senor 
Cabrera, informed the American consul in Guadalajara, Will B. 
Davis--who was present at a businessman's banquet in Guadalaja- 
ra and who asked Cabrera after a discussion of the Alien Land 
Law of 1916 if he were familiar with the alien land laws of 
Texas--that the case of Mexico was not analagous to that of 
Texas for Texas could pass laws as it saw fit without foreign 
interference whereas in Mexico the Carranza government was for- 
ever hindered and embarrassed by protests and objections from 
Washington. See Will B. Davis, Experiences and Observations 
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lutions, 217. 

the de jure recognition granted to the Carranza government in 
1917 had been given after American protest against some arti- 
cles of the new constitution and assurances from the Mexican 
Minister of Foreign Affairs that such articles would not be en- 


forced in regard to American interests. If so, Pancho Villa's 


So RN ERT | UL 


American Association of Mexico, lo. 


comment, that Carranza's habit of wearing dark glasses was not 
because of any ailment of his eyes but to conceal his thoughts, 


might well be considered to have been more than a canard. 


> 
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Blasco Ibanez, Articultos sobre Mexico, 2. 


At any rate Carranza's ambassador to the United States, 
Bonillas, accepted an American proposal in August, 1919, that 


Mexico consent to the obligation to pay for pecuniary and per- 
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sonal losses to American citizens growing out of the revolution 
and also to pay foreigners reclamations for losses they suffer- 
ed as a result of damage to Mexican firms in which they were 
stockholders, with claims to be judged by a mixed international 
° . 5 J * J ou > 
commission whose decisions would be irrevocable. Special 
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Knriquez, Problemas Internacionales, 13. 


commissions for each case were authorized by the agreement as 
were permanent arbitration commissions, conditions which would 
have submitted Mexico to conditions similar to those imposed 


> A = > ™m . TT i Jz 
on Asia and Africa by Europe, according to Enriquez. 


2 

Although Bonillas was Carranza's choice as his successor, 
the overthrow of Carranza in 1920 was not prevented by United 
States support, and once again the question of recognition of 
a new government in Mexico was presented. The heavy burdens 
in the field of claims and their adjudication were left to De 


la Huerta and to ere gone while the opportunity to press 
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Mexico was in the hands of the United States since no Mexican 
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government could survive without American recognition, or at 


3h, 
> 1 c : : : ~ 
least in the face of American opposition. 
Rene 2 ARS eee 2 ates Nee Se) Up ne cone. bi cns 10OF 3a. 
~ The Status of Americans in Mexico: Bulletins of the Ameri- 


ean Association of Mexico, 28-29. 


The problem of securing American recognition unquestion- 
ably was primary for Obregon and his supporters after the re- 
volt of 1920. United States Secretary of State Colby received 
a communication from Roberto Pesqueira of the Mexican govern- 
ment on October 16, 1920, which declared that Mexico had not 
confiscated nor did it contemplate confiscating any legitimate- 


ly held property; he stated positively that Mexico would assume 


35 
all her obligations as an honorable state. A cordial exchange 
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? "The United States and Mexico. I. Notes and Official 
Statements Regarding the Recognition of Mexico; II. Agree- 
ment between the Mexican Government and the International Com- 
mittee of Bankers on Mexico, Signed June 16, 1922; III. Deci- 
sion of the Supreme Court of Mexico in the Amparo Proceedings 
Instituted by the Texas Company of Mexico, S.A., and Statement 
Made by the Department of State of the United States, August 
10, 1922, Regarding the Effect of the Decision," in Interna- 
tional Conciliation, No. 187, p. 412. Hereinafter cited as 
"The United States and Mexico," in International Conciliation, 
No. 187. According to Blasco. Ibanez, , however, confiscation 
was the fearful arm of the Mexican revolution, wreaked upon 
enemies of the revolution but at times also upon ordinary pri- 
vate holders. See Artfeulos sobre México, 69. 
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followed which ignored the fact that a change in administration 


in the United States had also been made certain, the elections 
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of November, 1920, having resulted in the election of a Republi- 

can government. Secretary Colby notified that Mexican govern- 

ment that the United States had set up no conditions for the 

recognition of the Mexican government. However, in a letter 

to Pesqueira on November 25, 1920, Colby declared that, although 

the United States had not required the declaration given by Mex- 

ico of her intention to discharge her obligations according to 

international law, the statement concerning Article 27 was wel- ! 

come. Such interest in Mexico's intentions, however, was not 
t 

to be interpreted as a desire to. interfere in Mexico's—affairs, it 

since her effort to protect her resources against improvident 


treatment in reality aroused much sympathy, and it was felt 


ae | 
that Mexico's freedom to act in that respect was not limited ea 
Ane 
by the recognition legally due vested interests. Ja 
ie 
36 4 2 me} af > 2 ° i" 
"The United States and Mexico," in International Con- 


ciliation, No. 187, pp. 415-416. 
A somewhat different attitude toward Mexico was evident | 
in the recommendations of the Senate committee investigating 


Mexican affairs, under the chairmanship of Albert B. Fall, Te 


which presented its conclusions also in 1920. The committee 
advised the American government to extend no recognition to a 
Mexican government or even to deal with one which would not 


agree to exempt American missionaries, teachers, ministers, 


and American schools and periodicals from the effects of Arti- 
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cle 130 of the Constitution of 19173>¢ which would not promise 
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3? article 130 provided that only Mexicans by birth could 


| be ministers in Mexico and, among other things, forbade re- 
ligious publications to comment on political affairs. 
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that Article 3° should not apply to any American teaching or 
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| Article 3 provided that all primary instruction should 
| be secular and forbade religious creeds to establish or direct 
| such schools. Ni 
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hid 


conducting primary schools; which would not suspend the en- 


forcement of any part of Article 27 where American citizens 


| were affected except when the limitations resulting from Arti- id 
h Wiah 
| Ae 
| cle 27 were written into the deed, lease, or title invelved; = 
9 IT 
which would not agree that Article 33° should not apply to hw 
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Article 33 gave the executive power to expel any alien 
from Mexico without judicial process. 
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Americans; and which did not consent to the establishment of 
a claims committee immediately and the setting up of a border 
commission to settle the boundary disputes between Texas and 


} 
40 
Mexico. The committee concluded its recommendations by sta- 
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investigation of Mexican Affairs, II, 33609-3371. 
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ting that these terms should be insisted upon as a duty of the 

Mexican government and if that government would not accept the | 
duty nor remedy the conditions making them necessary, then the 

government of the United States should apply the words of Presi- 

dent McKinley to Mexico and, in the cause of humanity, send a 


LL 


police force to Mexico to put a stop to barbarities there. 
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Uncer these circumstances the recognition extended to an 

if q | 

4 

Obre >gon by the governor of Texas, who was present at the in- | ; 


augural of Obregon in 1920 and who declared that Texas if not | 


42 Hs 


the United States had recognized the government of Mexico, 
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The Status of Americans in Mexico: Bulletins of the bo 
American Association of Mexico, 70. i | 
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was not likely to have been too reassuring to Obregon. Nor | | 
was there much comfort to Obregon, probably, in the action of | 
the American Federation of Labor which resolved in 1920 that 

propaganda for intervention in Mexico was a threat to peaceful 


| relations between the United States and Latin America and de- i) 
43 


clared its opposition to intervention. 
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ay. J. Hammond, "Mexican Labor and World Affairs," in 
S. D. Meyers (ed.), "Mexico and the United States, Proceedings 
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Auspices Carnegie atoear for International Peace, 1938, 96. 
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The United States was pursuing a policy of its own, as 
the new secretary of State, Hughes, made clear in a statement 
of May 27, 1921. In that statement Hughes: declared that the 
government of the United States would withhold recognition 


ae 


, s / J 
from the Mexican government under Obregon until there had been 


signed between the two countries a treaty of amity and commerce, 


“ly 


e proposed draft of which included these provisions: 
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Property rights of whatever nature heretofore or hereaf- 

ter acquired by citizens of either country within the Wa Ud 
territories of the other, in accordance with the laws WY a 
thereof, shall under no circumstances be subjected to } 
confiscation, under constitutional provisions, legisla- iil Till 
tion, or executive decrees or otherwise, The rigny et 1 
expropriation may be resorted to only on proper grounds | ih 
of public purpose and it shall not be exercised without } 
due process of law, nor without the prompt payment of | 
just compensation. 


~-ethne United Mexican States declare that neither the Het | | 
Mexican Constitution nor the Decree of January 6, 1915, oa Ai 
to which the said Constitution refers, is retroactive in RRA 
its operation; that neither the said Constitution nor ih | 
the said decree nor any executive decree of the admini- Hi Pal i 
strative or military order, nor any federal or state | i 
law ... have any effect to cancel any right, title, or | Wi 
interest in any property.... | | 
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Foreign Relations 1921, II, 398-9. 
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It was apparent that the American government was in no || i 
hurry to establish formal diplomatic relations with any Mexican 
government and certainly not one pledged to revolutionary re- i} it 


forms and the principle that no Mexican government could revoke 


the property of the nation in the natural resources of the 
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country, as the government of Obregon was pledged. ? Evidently 


2 
Government of Mexico, The True Facts, 40. 


the American government was working on the assumption that a 
joke attributed to Obregon and repeated by him frequently 
(which had him declaring that since everyone in Mexico was a 
thief, more or less, the Mexican people loved him because with 
only one arm he could steal only half as much as those with 
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two ) was more than merely a quip. The prospect that the 


; 
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Tbanez, Articulos sobre Mexico, 38. 


fall of the Obregon government might produce chaos in Mexico 
seemingly did not frighten the American government any more 
than it upset the American Association which announced that 
it preferred a temporary state of chaos to the continuation 
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2 2 . rr 2 a 
of the conditions in Mexico under Obregon. 
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The Status of American in Mexico: Bulletins of the Ameri- 
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Yet agrarian reform (which meant expropriation of proper- 
ty) was essential to the survival of any Mexican government in 
Mexico. As a member of the constituent congress had declared, 


the constitution in Article 27 changed the right of expropri- 
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ation from one dependent on previous indemnification to one in 
which the state determined the time and terms under which pay- 
ment for expropriations might be made in order that the agrarian 


8 , 
reform could be carried out. As Obregon's secretary of For- 
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Genesis, Tahebrnedens del ree Debates ee texte 
Integro Original y Reformas Vigentes, 611. 
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eign Affairs, Pani, admitted in a communication to the commis- Ni | 

sion meeting at Bucareli in May, 1923, the government of Obre- ill 
| 

gén h had succeeded in quelling rebellion, not so much by force | Wie 


as by the quick application of agrarian reform. This reform | 


the government of Mexico recognized had been hasty, not prompt- bt 

‘ee | 
ly indemnified, imperfect in administration, and even at times fa | 
illegal in execution due to excess enthusiasm on the part of he | 
agraristas and intrigues on the part of political agitators | Hil 


but it nevertheless was more humane and economic than civil | ball 
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7 hapiiaieuel of State, Proceedings of the United States- 
Mexican Commission Convened in Mexico City, May 14, =) Ne a 
28, The agrarian reform, based on the expropriatory power of 
the state, was not without its critics within Mexico. A Ja- i} 
lisco newspaper, in the heart of a vital mining area of Mexi- Wad 
co, fulminated that the agrarian policy was raising the price 
of cereals, cattlé, and forcing people to leave the farms, i 
depositing their income in banks in the United States ata 
time when Mexico desperately needed capital. The newspaper 
argued that it served no purpose to divide land among Indians 
who, for want of capital, could not develop or keep it unless 

institutions of rural credit were set up to furnish capital 
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for small proprietors. Quoted in Marco Marcelo, Memorandum on 
the Relations of the United States with Mexico from the Mexi- 
| can Viewpoint: 1910-1924, typescript, 46. Yet in the Commit- 
tee of 1924 the Mexican representatives rejected entirely a 
proposal to alter the agrarian policy, declaring that to tam- 
per with the agrarian laws would be worse than to try to alter 
Article 27. See Minutes of the Committee of 1924, p. 70. 
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The United States was as firmly set against the method by 
which the Mexican government proposed to inaugurate its agrari- 
an revolution. Secretary of State Hughes declared in a speech 
on October 30, 1922, that the United States had no desire to NN ta 
interfere in the internal affairs of Mexico and that Mexico | 
had to be the judge of its domestic policies but that the I bist 


United States insisted that there be no resort to confiscation | I} 


or repudiation; the form of protection was not a primary con- alta 
; 50 
cern of the American government but the substance was demanded. al | 
; ! 
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Obregon rejected the American demand for ratification of 


| 
the proposed treaty of amity and commerce as a condition for | 
recognition of his government, declaring that its effect would | 
be to grant unjustified advantages to Americans, even over Mexi- 
cans, which inevitably would have eventually to be extended to iF 


51 
other foreigners. He pointed out that Mexico was a state 


2. 4 , 
Informes Rendidos por el C. Gral. Alvaro Obregon Presi- 


dente Constitucional de los Estados Unidos Mexicanos ante el 
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H. Congreso de la Union Durante el Periodo de 1921 a 1924, y 


Contestaciones de las GC. Presidentes del Cita Congreso en 
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el Mismo Periodo, 29. Hereafter cited as Informes por Obregon. 
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whose sovereignty had not been questioned in a hundred years 
and that its governments had a right to be recognized by other 
governments in accord with established use. As for foreigners 
and their interests in Mexico, Obregon declared, their prob- 
lems were primarily in connection with the service on the for- 
eign debt, the payment of damages caused by the revolution, 
and the non-retroactive interpretation of Article 27 of the 
constitution, all of which he felt could be resolved by volun- 


52 
tary action on the part of the government of Mexico. 
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*?Tpid., 30-31. 
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During 1920-1921 the Obregon government resumed the prac- 
tice of issuing temporary drilling permits for oil wells which 


would be effective until the organic legislation for Article 
ef 
‘ 23 : ; 
27 should be enacted. This effort to revive exploratory 
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work in the oil industry was accompanied by a new tax decree 
on June 7, 1921, which levied an export tax on petroleum. 


This action provoked a bitter attack on the Mexican government 


by the oil interests of the United States, although the Dutch-~ 
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Shell group did not protest the tax and in its newspaper, the 


4 
inancial News, even defended the rate imposed by Obregon. 
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Barcia Trelles, El Imperialismo del Petroleo y la Paz 
Mundial, 245. 
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Since oil formed one of the main sources of income for 
the Mexican government, the paying of obligations acquired by 
Mexico could be met only by large-scale production of oil or 


ry . 
by international loans. Yet the one was interfered with by ( 
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“Obregon rather bitterly reported to the Mexican congress 
in 1924 that a commission of international bankers had refused 
financial aid to Mexico after consulting the Association of | 
American Oil Producers in Mexico which had informed the banker Re i 
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that conditions were such that prospects for the prosperous Bead 
development of the industry were unfavorable. Consequently sa 
Mexico had been forced to suspend payments on her debt again. MEW i 
See Informes por Obregon, 46-47. hie 
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the companies which refused to expand production under the ex- 
isting legal situation and the other by the fact that the Mexi- 
can government was not recognized by the governments of the 
financial powers of the world. As a United Stat 


tes 
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markedsimsa:speéeh to the Senate, July 19, 1922s . 


senator re- 


Mr._ President, 1amforced._to_conelude........that.our._cefu- 
sal to recognize the constitutional, orderly, and friend- 
ly Mexican government except on terms that seem a clear - 
violation of Mexican sovereignty, is injurious to the 

best commercial interest of the United States as well as 

of Mexico, even though it may be advantageous to certain 
corporations and individuals of this and other countries.... 
Much of the disturbance in that unhappy country was the 


rt. 
{ 
| 
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inevitable result of our meddling.... Certain great fi- 
nancial and industrial interests in the United States 

seem to have fomented past disorders within the boundaries 
Of Mexteos. és 
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Our Duty to Mexico. Recognition of Mexican Government. 


Why Is Mexico not Recognized by the United States? Speech ch of 


Senator g * F. Ladd of North Dakota _ in the Senate of the United 
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States, July Lis 1922, p. 4. Hereafter cited as Our Duty to 
Mexico. Speech of Senator Ladd. 
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The Mexican law of nationalization was the crux of the situa- 
n, but it had not established a principle new to the world, 
for it had long existed in France; it did, however, involve 

large deposits of petroleum which at all costs had to be con- 


trolled. The struggle with the United States and England 
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J. Filhol et Charles Bihoreau, Le Pétrole, Son Industrie, 
Son Commerce, Son Réle dans la Politique des Peuples, 149. 
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lasted several years, but in the end Mexico, touched in its 
finances and national life, was obliged to admit defeat and 


8 
to modify certain parts of its Laat? By questioning the abso- 
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? Ibid., 149. 


RET SM ER RNR EE AER SR A ED RRR GR tt ee 


es eo EE LN CR 


lute right of private property in her reforms under the revolu- 
tion, Mexico found herself in conflict with many of the tenets 


of international law which were designed to uphold that right 
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and was forced to revise her foreign policy as a result. 
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Ramon Beteta, "Mexico's Foreign Relations," in The Annals 
of the American Academy of Political and Social Science, 
COVITIGot/2. 
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Since there was no treaty of amity, commerce, and naviga- 
tion between the United States and Mexico and because there 
had been none since November 30, 1882, the obligations of Mexi- 
co to the United States did not derive from treaty rights but 
olely from the municipal law of Mexico and from international | 
60 


law, the latter not being universally agreed on in all de- i 
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The Legal Aspects of Our Relations with Mexico. Address 
by Charles Beecher Warren of | Michigan at the Forty- orty-eighth An- f 
nual Meeti Meeting g of f the American Bar Association Held at Detroit, | fas, 
Michigan, September 2nd, 3rd, and 4th, 1925, p. 3. ‘coed 
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tails. The Mexican government began the retreat on municipal 
law in 1921 and was routed on the question of international 
law in 1923. 

The withdrawal in regard to municipal law was brought 
about by the decision of the Mexican Supreme Court in the am- 
paro case of the Texas Company on August 30, 1921. The Texas 
Company decision arose from a request by the Texas: Company of 
Mexico to the Supreme Court that it be sheltered from retroac- 
tive application of the Carranza decrees. The judgment of the 
court was that Article 27 was not retroactive to companies 


which had executed prior to 1917 some act designed to make ef- 
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fective their rights to the subsoil. Th in a remark- 
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Government of Mexico, The True Facts, 43. 
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62 
able display of judicial logicality, ruled: 


In article 14 of the Constitution in force, the first man- 
date is: 3 law shall be given retroactive effect to 
the prejudice of any person whatsoever." 


This Constitutional precept does not concern the legisla- 
tor; it is addressed to the judges, to the tribunals, and 
generally to the authorities whose business is the appli- 


cation of the laws or their execution.... " 
ly 
Retroactiv aws are made either by the ordinary legisla- | 


) 


el | 
the Constitutional Congress hee ‘the eens ae 
itical code are framed. In the first case, a 

effect cannot be given to the prejudice of 


any one, this being estopped by article 14 of the present er 
Constitution.... In the second’ case, they must be applied Th ie 
retroactively ... because the precepts which coexist in tai! 
one Constitution have equal obligatory force. It is ne- amie | 
cessary to try to harmonize them ... and if some are at be | 


variance with others, it is necessary to consider those 
which are singular or special as exceptions to those which 
establish principles.... 


For anew law to have retroactive effect, two concur- 
rent circumstances must be present: that it apply as to 
time past and that it damage rights acquired under the | 
protection of other former laws.... The latter circum- 
stance, above all, is essential.... 


3 


We must ascertain whether paragraph 4 of article 27 of 
the Constitution in oe which nationalizes ... petro- 
leum ... is or is not retroactive ... if it is retroac- 
ae there must be also applied retroactively the decrees 
mplained of nae have this article as a basis, notwith- 
Freee ding article 14 of the Constitution.... 


Paragraph 4 of article 27 of the present Constitution can- 
not, ,be.,deemed, retroactive, either «in letter,on im spirit, 
inasmuch as it does not damage acquired rights. 
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Foreign Relations 1921, Vol. II, pp. 464-472. 

The court's ruling was that mining law before 1917 granted 
the owner of the land the right to explore and exploit it for 
petroleum, which right could be transferred by the landowner 
to successors in title, that. the powers granted to the landown- 
er constituted positive acts which could be acquired by third 


parties, and that once such powers were held to exploit and 


3 | 
explore they could not be granted by the state to others. ate 
¥ { ; 
pS 29 NSC AMEE SR { 
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Government of Mexico, The Trve Facts, 46. | 
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The implication that such rights became vested only when some en 
abso t 

positive act had been performed to exercise the right was clear, he. 


as was the ruling that owners of lands not marked by positive 
acts merely held preferential positions over third parties in 


an 


the granting of concessions by the state. 


ey wil 

OF 
Thomson, "Mexico's Challenge to Foreign Capital," in 
Foreign Policy Reports, XIII, 134. 


To the oil companies this decision of the Mexican Supreme 
Court meant the modification of Paragraph 4 of Article 27, as 
a Similar ruling by the United States Supreme Court would have 


done, but this was erroneous for the Mexican Supreme Court has 


never been limited by its own juriprudence; it has been obliga- 


ted to respect its previous judgments but has varied them free- 
‘. 
| s a 7 as | 
ly, each case standing alone. Nevertheless the oil companies 


7 4 im . ip 
Gonzalez Ramirez, El’ Petroleo 


Mexicano, 132. 
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wanted to do business in Mexico and by 1922 they were nego- 
tiating privately with the government of Obregon, thereby help- 


ing to create a more favorable atmosphere for the acceptance 
é 
/ : ee ~ 
of the Obregon government by the United States. Before re-= 


gy Se 

© Howland (ed), Survey of American Foreign Relations, 79- 
80. Edward L. Doheny, for example, testified to the Walsh 
Committee investigating the Teapot Dome Scandal that he had 
lent the Obregon government about five million dollars. See 
John Ise, The United States Oil Policy, 382. 


cognition was likely, however, the Mexican government had other 
difficulties to adjust with the United States. The problem of 
unsettled claims for lands expropriated in the agrarian reform 
and for revolutionary damage, the question of payment on the 
foreign-held debt of Mexico, and the factor of a power-relation- 
ship vis-a-vis the United States in the Caribbean yet faced the 


4 ; 
Obregon government. 
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the United States with Mexico from the Mexican Viewpoint: 1910- 
1925, typescript, 47. 


Agreement was reached that a conference should be held by re- 
presentatives of the United States and Mexico to try to work 


out a mutually satisfactory settlement of the legal rights in 


question. President Harding on May 2, 1923, named two American 
commissioners to meet with an equal number of Mexican commis-= 


Sioners in Bucareli Street in Mexico City; the four commission- 


3 | ; 


ers conferred from May 14, 1923, to August 15, 1923. " 


Claims of American Nationals against Mexico. Hearings 
before a Subcommittee of the Committee on | Foreign Relations 


United States Senate June 30, July 1, 2, 6, 10, and 14, 192 Gai 
(79 Congress, 2 session on United States Senate, serial n no. m2o), RZ 


p. 183. Hereafter cited as Claims of American Nationals tain al 
against Mexico. eau 
ibe. 
m 


The American representatives were Charles Beecher Warren ‘ 
- ~ - 1 wa : 2 K Z 
and John Barton Payne; the Mexican commissioners were Ramon 


Ross and Fernando Gonzdlez Roa. The first public utterance 


Department of State, Proceedings of the United Thai 


Mexican Commission Convened in Mexico City, May 14, 1923, p. 3. 
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of the American commissioners was made by Warren at a banquet 


in Mexico City at which he declared that the United States in- 
& 
sisted that Mexico live according to law.” Private meetings 
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| W. B. J. Osbaldeston Mitford, Dawn Breaks in Mexico, 85. 
Mitford was honorary attache to the British ambassador to Mexi- 
eo in 1925. 


preceded the convening of the conference itself in which Obre- 
gon and De la Huerta of the Secretarta de Hacienda met with 
Warren and Payne; at the preliminary meetings Obregon, accord- 
ing to De la Huerta, promised that no formal treaty would re- 
sult from the meetings which were to retain their character of 


informality, with the Americans being treated as persons seek- i 


Z 
6 


ing information or as reporters. 
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, Miguel Alessio Robles, Historia Politica de la Revolu- ha. | 


cion, 348. 


ee 


When the conference opened Warren made a statement of the 


hr q 


American position 


The Government of the United States, nor and the people 

of the United ae seek no special privileges in Mexi- 

co, no rights which it and they are not willing to share 

with others. We have no intention or desire of interfer- 

ing with the sovereignty of Mexico. We are convinced, 

however, that certain principles are essential as the 

basis of economic cooperation between nations.... We 

are certain that there must be a belief on both sides of . 
the border that business can be conducted with safety and 

security. 
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Department of State, Proceedings of the United otates- 
Mexican Commission Convened in Mexico City, May 14, 1923, p. 3. 
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During the conference the most discussed question was that 
centering about the nature of property rights of foreigners 
within Mexico. The Mexican commissioners declared that posses- 
sion of a thing could not exist except by some act showing an 
intention to possess and that the state's power to legislate 
on a right granted was not waived except in cases where a con- 
tract was made and consideration received; therefore the Mexi- 


can policy of expropriation and nationalization did not violate 


international law because the power to determine the scope of 


( 
property rights and possession was within the power of the bie 
Q | | 


WU 


state. . 
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“Government of Mexico, The True Facts, 50. It was perhaps hile 
during this part of the conference that, according to Alessio p ni 
Robles in his Historia Politica de la Revolucidn, Ramén Ross er 
nearly broke up the conference. Apparently dozing, Senor Ross bill! . 
suddenly heard the word "Panama" and roused up vigorously to oe . 
declare that Mexico could not be compared to Panama and that | 
all gringos were __ - Insulted, the American conferees 


abandoned the salon and declared they were returning to Wash- 
ington. Intervention from Obregon was necessary to salvage 
the conference which, however, was saved. . 


Re Me ENT nee ee | 
Certainly international law agreed that the will of the 

territorial sovereign was supreme within the national domain 

and that a state enjoyed an exclusive right to regulate the 

ownership of property of every kind within its territory, al- 


though this principle would not be involved directly in every 


discussion of the limitations of the territorial sovereign in 


the area of confiscatory or expropriatory acts. For example, 
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Charles Cheney Hyde, International Law, Chiefly as In- 
terpreted and Applied by the United States, 650. Hereafter 
cited as Hyde, International Law. 


international law had not prohibited a state from forbidding 

aliens the right to inherit or to hold immovable property with- 

in the realm, and in 1897 and again in 1905 the United States 

congress had enacted laws which prevented aliens who had not 

declared their intention to become citizens from acquiring i i 
title to land in any of the United States territories or the 
District of Columbia; exempt from the terms of the law were 
citizens of countries whose right to hold property was guaran- 
teed by treaty as was land acquired before March 3, 1887, and | na 


10 if 
still owned on March 2, 1897. Such laws were justified on Gg 


LO 
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the grounds that ownership of large portions of the landed 
area of the United States by aliens was detrimental to the 


Eagl 3 
welfare of the nation. 
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Aipia.: » 655. The Mexican government was so alarmed 
in 1943 at a ” volume of sales of farm lands to foreigners or 
to persons with foreign backing that it forbade such sales. 
The press in Mexico was requesting at the same time that sales 
of immovable goods be prohibited to foreigners. See Willy 
Feuerlein y Elizabeth Hanna, Dolares en la America Latina, 176. 
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Insofar as the law had permitted the ownership of proper- 


ty of any kind by the alien, the sovereign had committed itself 


to make reasonable efforts to protect the property; this prin- 


ciple the United States had incorporated in numerous treaties 
and 


which provided that the nationals of the United States in for- 


J 
eign countries and aliens within the United States should en-«#= 


joy, on submitting to conditions imposed upon the nationals of 


a en a eens 


the state, constant-protection-and—seeurity—for-thetr-—persons 
am 


property to the extent provided by international law. 
a 
Sa F 


ad 2 
I, 656. See also Charles G. 
se 
Thay baer 
should 


e taken without 
just compensation. 


Fenwick, 
generally had been taken to signify that property 
bi 


Interna- 


due process of law nor without 
Where concessions had been issued by a 
3 
Ibid. 
sovereign power, it defined the conditions 
cession might be 


operated, and in revoking 


upon which the con- 
the sovereign bound itself by the terms of 


cancellation therefore best being by means 


such concessions 
the agree 
Niee Me 


ment, the 

of “the judierer 
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The 


process to avoid accusations of injustice. 
14 


contention 


that when judicial opinion had imposed payment of full compen- 
sation in time of war for the satisfaction of owners of expro- 
priated property, so in time of peace alien-owned property 
could not be taken on lesser terms had frequent support in 


E 
international law. 


been well established a principle in inter- 
national law which would make it the duty of a state to assume 
or the collection of debts due its citizens 


by other states. Intervention by a state within another state 


" ? Tat + 4 an a hae ‘ ag) : wh 
where claims are involved usually has not occurred except when 
Mu 5 ae tS A Pa th es ORS aa een 7 ae a of ae ge s = 2 
a charge of denial of justice based on wrongrul discrimination, 
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justice “denied, “or conti istation nas been Susvaimegs The Uni- 
a er 
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Marjorie M. Whiteman, Damages in International Law, III, 
1555 
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support of claims originating in contract agreements with for- 
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the United States Department of State in 1937: 
t was in large part the influence of pressure groups 
bent upon selfish gain and immediate material profit that 
1 more than once to our interference in the internal 
i f our Central and South American sister repub- 

s, finally resulting in armed intervention and the 
wing of fears and deep-seated resentment.... It was 
not dislike of North American people but fear of North 
American guns which lay at the root of much South Ameri- 
can bitterness. 


Francis B. Sayre, “Our New Pan American Policy,” -in-s. 
D. Meyers (ed), International Institutions and World Peace, 
Proceedings of the Fourth Annual Conference Institute Public 
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iffairs Auspices Carnegie Endowment for International Peace. . 
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allas, Waxahachie, Denton, Fort Worth, 1937, p. 102. vil | \ 
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Latin-American governments consistently have maintained 


that American international law forbade intervention by one [i aba 


state in the affairs of another and have regarded the Calvo ee 


4 : 2 


clause as a settled principle in international law in America i 


if not elsewhere. “The“concept of -an”*American" ~invernav+onel I 
4 ‘ 
law had its origin at least a century ago and has been develop- | 


so 6 » ° A ao oo oN « 2 
ed in particular by Alejandro Alvarez of Chile around the the- | 
that the institutions, prineipies,-rules,—doctrines,and 


conventions proper to the New World form the American interna- 


19 A 
tional law. As early as 1810 the Chilean patriots Martinez | | 
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John P. Bullington, "Is There an Ameri¢an International 
Law?" in S. D. Meyers (ed.), International Institutions and 
World Peace, Proceedings of the Fourth Annual Conference, In- 
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ternational Peace. Dallas, Waxahachie, Denton, Fort Worth, 
1937, pp. 248-250. 


ere 


de Rozas and Juan de Egana declared 
America must 
of Europe, and to avoid between 
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unite for their external security against 


economic policy." 


the States of 
the aims 
each 


themselves ..- pre- 


The concept 
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““Charles W. Hackett, "Historical Bases of Pan Americanism, 
1810-1933," in Se D- Meyers Stee. — Institutions 
and World Peace, he Fourth Annual Conference 
Instit: itute oT Pub lie wigeerr Auspices Carnegie Endowment for 
intessosione Peace. Dallas, Waxahachie, Denton, Fort Worth, 


] 19375 165. 
that an international law peculiar to 
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received su 


pport from th 


conferences beginning 1901. 
second 
1901 a convention on 


law of 


At the’ Third P 


a convention was adopted setti1 
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a Code of Private and 

among 
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seventeen governments. 


the formation of 


America wa 


up a Comm 


America was developing 


various Pan American 


Pan American Conference in Mexico City in 


codes of private and 


s signed by seventeen 


later ratified by five although not by the 


an American Conference in 1903 


os ait Semana eee eee eee 


ittee to:formulate 


onal Law to regulate re- 


the American states; this convention was rati- 


The Sixth Pan American Con- 
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dispute over the inclusion in 


by 


ference in 1928 saw a bitter 
American Public International Law of a resolution by the Com- 


mission of Jurists declaring that no state might intervene in 


a5 
the internal affairs of another. Action on this resolution 
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ee it 
was postponed after vigorous opposition on the part of the | 
United States, but at the Seventh Conference in 1933 a conven- 
tion was signed which declared that "no state has the right to milfs 
intervene in the internal or external affairs of another," the 


mT), 


a 
United States approving with reservations. At the Buenos ihe 
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Aires Conference in 1936 the United States unequivocably ab- 


jured the right of intervention and abandoned the unilateral 
O65 
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interpretation of the Monroe Doctrine. Yet at the Eighth Pan 
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J. Lloyd Mecham, "The Inter-American Peace Machinery," 
in S. D. Meyers (ed. i Boni a Institutions and World 
Peace, Proceedings of the Fourth Annual Conference “Institute 
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of Public Affairs tie baees Carnegie Endowment for Internation- 


al Peace. Dallas, Waxahachie, Denton, Fort Worth, 1937, p. 
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American Conference at Lima in 1938 the United States still 
rejected the Calvo clause entirely even though it was supported 
unanimously by the Latin-American republics; seemingly this 
would have made it international law in America. However, the 


United States declared it out of harmony with universal inter- 


national law and cited European precedent to overthrow a pure- 


ry L 
Zo 
ly American principle. 
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Antonio Gomez Robledo, Etopeya del Monroismo, 116-119. | 
| 
| } 
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At the Bucareli Conference the Mexican commissioners en- 


oa) 


phasized the fundamental difference between positive acts and 


expectations of rights, a distinction which, if not considered, Ts 
iil 
would have made accusations possible against Mexico of which (rome) 


it was not guilty. Nevertheless Mexico had eventually to 
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El Petroleo Mexicano, 134. 
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abandon positions of great importance in international law. 
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Enriquez.,rroblemas Internacionales. 15. 
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The conference agreed that in the expropriation of land for 


the establishment of ejidos that areas up to the usual size of 


as the constitution provided, without the United States ob- 


jecting; but areas above that amount could not be taken with- 


a 
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out being compensated for at once in cash. Furthermore the 
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Howland (ed.), Survey of American Forei 82 
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theory that foreigners should receive a share of the compensa- 


tion allowed for damages done to a Mexican firm in which they 


nae 


were shareholders and that their receiving such compensation 


. 


was a concern of their governments was upheld at Bucareli for 
the first time in the history of international law as developed 


30 


in the previous Mexican-American agreements on claims. As 
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~ Gomez Robledo, Bucareli Agreements, 123. 
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one of the American commissioners later stated, } 
porations consisting in large part of United States stockhol- 
ders could not make claims against their own government before 


an American commission. Hence, some method of giving such 


stockholders protection being deemed essential, a provision 
was included in the Bucareli agreements that the Mexican 
government would ex gratia permit such bondholders to make 


claims proportionate to their holdings in the corporations 
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~ The Legal Aspects of Qur Relatio with Mexico. Address 


by Charles Beecher Warren of M Michigan a3 the Forty-eighth An- 
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nual Meeting of the American Bar Association Held at Detroit, 
Michigan, September 2nd, 3rd, and 4th, 1925, p. 14. 


LN te ER A SR TEE. ER NO A NT NES SD OE one ee er a RR Sn pr cn I NIE a OEE NE ee ND em a oe 


As for property rights in the subsoil, the commission 
adopted the views expressed by the Supreme Court in the Texas 


Company case and accepted the doctrine of positive acts, al- 
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though precisely of what a positive act consisted was not clear- 


missions should be established to determine the amounts due 
for damages resulting from the revolution and for losses re- 
rrarian reform and expropriation of properties. 
Obregon's interpretation of the work of the Bucareli Con- 


oJ 
a 


erence in his message to the Mexican congress in 1923 was 
that it had been an inter-exchange of impressions and informa- 
tion as a result of which the Mexican commissioners agreed to 


coordinate the revolutionary conquests in connection with oil 


et .; 32 
and land with the principles of international law. The re- 
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Informes por Obregon, 31. 
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sumption of diplomatic relations thus gained with the United 
States after three years of interruption was not, according 
to Obregon, the fruit of compromises or agreements made for 


such a purpose exclusively or of anything which could contra- 


vene Mexican laws, the norms of international law, or the 
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sovereignty of Mexico. To the Mexican congress, judging from 
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its reply to Obregon's message, the work preliminary to the 
resumption of relations with the United States constituted a 
real triumph for Mexican diplomacy which maintained unbesmirch- 
ed the fundamental principles of Mexican legislation. Further- 
more, by producing a renewal of formal relations with the Uni- 
ted States, the result was a-source of rejoicing, for, Mexico 
since it signified that the political and social program of 
Mexico would not be threatened or interrupted by.contingencies 


4 
of foreign ypolicy,; Gonzalez Ramirez shrewdly observed that 
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informes por Obregon, 90. Relations were resumed Sep- 
tember 3, 1923. When the claims agreements formed as a re- 
sult of the Bucareli Conference came before the Mexican Senate, 
one of the chief opponents of the agreements, Senator Field 
ado, was murdered in a major street in broad day but not 

one of his murderers was seen or captured. The papers subse- 
quently were ratified by the Mexican Senate. See Cuellar, 
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Expropiacion y Crisis en México, 557. 


~~ 


ee RS ERI TS EN AD LE SE SE A ERE OR ERS RE NaS eR ne 


the work of Obregdn made possible ultimately the free appli- 
cation of the constitution and the existence of the republic 
since it destroyed the American proposal for a treaty of com- 
merce and friendship which would have limited the constitution 
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it secured recognition at last for Obregon's govern- 
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ory had already demonstrated that a Mexico engaged 
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in making and breaking presidents had lost half her territory. 
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Gonzalez Ramirez, El Petroleo Mexicano, 209-210. See 


also. H. N. Branch, "The Mexican Constitution of 1917 Compared 
with the Constitution of 1857," in The Annals of the American 
Academy of Political and Social Science, XLLI, supplement. : 


The formal claims agreements were drawn up September 8-10, 
1923. The first was the General Claims Agreement of September 
8, 1923, in which it was agreed that all claims, except those i 
arising from revolutionary acts in Mexico, originating since | 


the Convention of July 4, 1868, should be submitted to a com- Mey | 


ission of three persons--one representing the United States, 


one representing Mexico, and a third member, selected by mutual 


i 


the first two as a neutral. The commission was ip 

(2 | 
to have authority to decide the validity of claims and the ial 

ol 

compensation due, with the total claims of each country to be a i 
summed up and the difference between the two amounts to be 
paid in gold to the country having the smaller claims against | 
it. The decisions of the commission were to be final and to | 


within three years unless the two governments 
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agreed to extend the time for it to work. The agreement of 
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Treaty Series No. 678. Convention between the United 


States and Mexico. General Claims. September 8, 1923, pp. 
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course compelled all American citizens with claims to turn 
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should be kept in mind that the claims included oil claims, 
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the evaluation of which involved or could involve the consti- 
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Problemas Internacionales, 71. 


A second agreement, concerning claims arising from revo- 
lutionary damage, was formalized on September 10, 1923. Ac- 


losses or damages due to revolution and disturbed conditions 

be submitted to a commission of three persons--one represent- 
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neutral. The claims submitted to the commission were to be 
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justice and equity, not by generally 


ecepted principles of international law, since the payment 
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Claims were not to be rejected even if legal remedies had not 


been exhausted prior to their presentation to the commission, 


int 


ernational law required, and five years were to be 


mM 


he commission to complete its work, which was to be 


final. The total award was to be paid to the United States 
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1 or the equivalent. 
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Treaty Series No. 076. Special Claims Convention be- 

tween the United States and Mexico for the Settlement of Claims 

of American Citizens Arising from Revolutionary Acts in Mexico 

from “November 20, 1910, to May 31, 1920. Mexico City, Sept... 

10, 19433 Pp. i- 3. 


The two treaties were the only formal agreements growing 
out of the Bucareli Conference. The conference itself merely 


produced a set of minutes of its proceedings which were not in- 


39 


. F ; , : 2 ) 
cluded in the formal treaties producing the claims agreements. 1 | 


Re _— UT 
Gomez Robledo, The Bucareli Agreements, 89. 


Therefore, not being ratifted by the Mextcan or “the. Anerican bee | 
senates or approved by the presidents of the respective coun- p44 

tries, the work of the commission was not binding on successive be. 
governments although its close connection with the actual trea- M | 


ties produced an important influence on the work of the claims 


commissions set up. The minutes inevitably formed an inter- 


pretative basis for the General Claims Commission to follow ! | 
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in settling claims. it 
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The pledge that the Mexican government would not enforce 


Article 27 retroactively and the broadening of the meaning of 


positive acts were not, therefore, formalized in a treaty be- 
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tween the United States and Mexico as were the claims agree- 

ments. The Bucareli Conference nevertheless brought to an end 

the struggle between the United States and Mexico over the Con- | 
stitution of 1917 by producing agreement that the constitution 

was not retroactive, that the dominion of the state did not ex- 

tend to oil properties acquired before 1917 on which positive 

acts had’ beer exereised,~ and? thac” orl’ im the subsoil could be 

the property of the surface owner but not until it had been 


WL | 


subjected to possession. . 
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Enriquez, Problemas Internacionales, 56-57. The state- \ 
a ie conferences of 1923 resulted in agreement that 
n ee properties could not be expropriated except by 
of immediate compensation in cash and at a just valuation ie 
dard 011 of New Jersey, Present Status, 17, and also Rup | 
‘t of Squeezing, 7.) is not quite accurate. a 
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Conference was not universally hailed as 


rc 
fi 


beneficial to Mexico by Mexicans themselves. Some protested 

that it left the socializing principles of the constitution of 
Fee) 

x. } 


Mexico without force. Others complained that it saved from 
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“Jos é Vasconcelos, Breve Historia de México, 592. Accord- 
ing to Vasconcelos, Warren declared after the agreements that 
in saving the property of his fellow Americans he had saved 
that of the Mexican too since no Mexican government would dare 
expropriate without effective indemnity Mexican lands when it 


“ 


could not do the same to that of foreigners. Ibid., 604, 
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overthrow the regime of Obregon which was radical or even com- 
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munistic and converted Mexico into an American protectorate. 
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“Marco Marcelo contended that Plutarco Calles, who was 


Ob regon's Secretary of Interior in 1920, had as his adviser 

a Dr. Dubrowsky, a representative of Lenin; that a Mayan In- 
dian was elected governor of Yucatan and that under the tute- 
lage of Dubrowsky it was converted into a communist state; 

that the United States actively ste the government of 
Obregon against the revolt of De la Huerta by sending munitions 
to Vera Cruz for Obregon and embargoing their purchase in the 
Unit bt States by De la Huerta. See Marco Marcelo, Memorandum 
on the Relations of the United States with Mexico from the 
Moxseae Viewpoint: 1910-1925, typescript, 48-58. 
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Still others contended that Obregon was the victim of circum- al 
t | 


by the "plutocracy of Harding" and the threat 
) 


of the De la Huerta rebellion to make the Bucareli pacts. 
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Sindicato de Trabajadores Petroleros, La Cuestion Petro- grat ! 
lera, 33. fl 
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It has been argued also that the impasse between the Mexican 
government and the United States was broken because Harding 
and the oil men were hand-in-glove and the Mexican government 
played off the oil men and their interest in exploiting Mexi- 
can oil land against the bankers and their desire to refund 
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the Mexican debt. 
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Hudson Strode, Timeless Mexico, 268-270. 
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Shortly after the Bucareli Conference the United States 


Secretary of State made an address in which some very pertinent 
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statements were proclaimed in regard to the position of the 
United States vis-a-vis the Caribbean world. The attitude of | 
the American government in the event of a power conflict within 


that region was made abundantly clear. Secretary Hughes de- 


4-7 


clared, “August SO, «29233 

Every state enjoys, and the United States no less than any 
other, ~thée “right ‘te+object te-acts' Gone -by-etner-Powers 
which threaten its own safety. The United States has all 
the rights of sovereignty, as well as any other Power; we 
have lost none of our essential rights because we are 
strong, and other American States have gained none either 
because of increasing strength or relative weakness. 
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Charles E. Hughe "Observations on the Monroe Doctrine, 
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in The American journal of International Law, a Quarterly wi rs 
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Supplement Section of Official Documents, XVII, 618. . 
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The claim that the United States was attempting to estab- beryl 


lish a protectorate in Mexico was answered by Secretary Hughes ih. t 
ap 48 
in the sa address: | 


The declaration of our purpose to oppose what is inimical 
to our safety does not imply an attempt to establish a 
protectorate any more than a similar assertion by any one 
of the great southern republics of opposition to conduct i] 
on the part of any of the others endangering its security 
would aim at the establishment of a protectorate. I ut- 
terly disclaim, as unwarranted, the observations which 

casionally have been made implying a claim on our part 
to superintend the affairs of our sister republics ... 
to consider the spread of our authority beyond, our own 
Gomain as the aim of our policy.... 


48 
Ibid., 619. 
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The whole foundation of the Secretary's attitude in re- 
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gard to Mexico was then made plain: 


By building the Panama Canal we have not only established 
a new and convenient highway of commerce but we have cre- 
ated new exigencies and new conditions of strategy and 
defense. It is for us to protect that highway. It may 
also be necessary for us at some time to build another 
canal between the Atlantic and the Pacific Oceans and to 
protect that ine 


So far as the region of the Caribbean Sea is concerned, 

it may be said that if we had no Monroe Doctrine we should | 
have to create one.... What has taken place of late years 

in the region of the Caribbean has given rise to much con- 

fusion of thought and misapprehension of purpose. As I 

have said, the Monroe Doctrine as a particular declaration 

in no way exhausts American right or policy; the United 

States has rights and obligations which that doctrine does 

not define. And in the unsettled condition of certain 4 
countries in the region of the Caribbean it has been ne- | 
cessary to assert these rights and obligations as well as ; 
the limited principles of the Monroe Doctrine. 
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Following the completion of the claims agreements with | 
| { 
\ ie | 
the United States, the Mexican government made treaties with Daly 


France, Spain, Germany, Great Britain, and Italy of similar I 
nature. The conventions with France, Great Britain, and Spain | 
expired in 1930 and were extended after material alterations 

in the terms of the treaties. 


0 
Howland (ed.), Survey of American Foreign Relations, 277. 
The work of the General Claims Commission of 1923 was de- 


layed by the selection of the neutral member of the body and, 


in. fact, during both periods of the life-of the-commission 
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almost half the time of its work was used up in the problem of 
eee 
selecting a neutral member satisfactory to both governments. 


SP 

““Dunn, Diplomatic Protection of Americans in Mexico, 404. 
During this period the Mexican government was being irritated 
by the ambassador from the United States, Sheffield, who was 
not only pushing the claims of the United States nationals but 
also was apparently trying to set in order the Mexican house. 
See Mitford, Dawn Breaks in Mexico, 84. 
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By agreement the two governments extended the time for the 


| 
General Claims Commission to complete its task for two years 

52 Wt 
from August 30, 1927, and subsequently extended the life of a 
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the commission again for two years from August 30, 1929. coamt “i 
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[ae ee | 
Treaty Series No. 801. Convention between the United 
States and Mexico Further _ Extending Duration of the General 
Claims Commission Provided for in Convention of Sep ember io 
1923. Bone Bepeember oc, 1929 29. 
Likewise the time for the Special Claims Commission to complete 
its work had to be extended beyond its five year term (calcu- | 
lated from the date of its first meeting). This was done in 


an agreement prolonging the life of the commission for two 
=o 


years from August 17, 1929. Still the General Claims Com- 
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602. Convention between the United 


otates and Mexico Extending Duration of the Special Claims 


C on Provided for in Convention of September 10, 1923. 
Done August 17, 1929. 
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mission did not complete its work within the two-year time and 
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a convention made in Mexico City, June lo, 1932, continued the 


Paommicainnta life sfter Ansett 20 Teo ‘ata a +s Tear nariad 
COMMLISSiON’S L146 alter August 5, 17 31 »5 1O0r a twoeyear period 
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Los? The work of the commission in reality stopped about 
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Claims of American Nationals against Mexico, 172-173. 
a3] <r ‘e P+ 3 75) anand hank hoon rad te Nmoantwna “ , 
July, 1931, after 124 awards had been made to Americans, none 
GA 
. : 29 
PP . 1 s At x Way eee any s 
of which included agrarian claims. 
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In the meanwhile both governments, apparently having over- 
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looked the fact that ratifications of the protocol.of 1932 had 


the claims as the customary two-year period for the life of 


the commission began to run out in 1934. The result was the 


protocol of April 24, 1934, by which the two states agreed to 


a separati 


e) 


n of agrarian claims from general claims. There- 


after general claims, other than agrarian, were to be settled 


by two commissioners named by the respective governments who 
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were to appraise non-agrarian claims already presented and to 


complete briefs on others; to present a report on the liability 


” 


due the claimants where the two commissioners could agree after 
which the two governments would arrive at an en bloc or indivi- 


dual settlement. Claims not adiudicated were to be evaluated 


7, 
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by an umpire to be selected at a later date. This commission 
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Executive Agreement Series No. 57. General Claims. 
Protocol between the United States of America and Mexico. 
April 810192225. ee eee Wn 
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was to complete its work within a two-year period from Novem- 
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latest. Uncer it about thirty-six non- 
agrarian claims of American nationals were decided out of some 
four hundred discussed while about 1030 claims were presented 


but not studied before thes dissolution: of the» commission: in 
5a 
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Ootober ,cigsvs In the meantime the two governments discover- 
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two commissioners were Oscar W. Underwood, Jr., and Benito 
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ed that the previous extension of the life of the General 
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Claims Commission had not been ratified so that the extension 
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proved at the same time, February 1, 
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and the protocol were a 
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1935. The settlement of agrarian claims was left therefore 
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to the original General Claims Commission of 1923 until Febru- 


HS) 


Also on April 24, 1934, the Mexican and American govern- 


ments came to an agreement on special claims. During its life- 
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time the commission on special claims had partly adjudicated 


2 
4 


2,033 claims but it acted finally on only eighteen American 


claims, all of which were rejected. By convention the two 
60 
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{ 
countries decided on an en bloc adjustment of all specia 
claims. A commission of two was established to determine the 
total amount due and to validate claims presented. The method ict 
me igi 
of determining the total amount due was to take the total sum (oo 
awarded by Mexico to states with whom she already had settled Bh. al 


special claims, multiply it by a hundred, and divide by the 
total claimed; this percentage would be multiplied by the total 
amount claimed by United States nationals and the product di- 


61 
vided by one hundred. The sum of money thus obtained would 


pecial claims in pesos due to various countries and | 
made on them are given in the following table: 


Claim Grant Paid Balance 


Germany 6,169, 086 508, 912 SOETGNS, 49¢c408s. 
Belgium 1,323,940 165, 607 165, 60/7) Sisewacss 
Spain 184,537,302 4, 037,243 spitiiinplicineelgiG Eg Diba 
United States 743,982,722 19, ,612,872 12,600,000 7,012,872 
France LB 295, 003 1,362,426 619,284 "43 42 
England 138,530,594 3,795,898 2,070,490 1,725,408 


Italy 7,850, 810 3d. OD 1483 A27 27% 9872 
Total 1,130,689,457 29,798,057 16,107,520 13,690, 537 


a 
See Secretaria de la Economfa Nacional, Direccidén General de 
Bstadistica, Anuario Estadistico de los Estados Unidos Mexi- 
canos, 1941, p. 920. Hereafter cited as Secretarfa de la 
Economia Nacional, Anuario Estadistico. 
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be paid in Washington in United States dollars at the rate of 


; 2 
$500,000 per year beginning January 1, 1935. Under this 
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Treaty Series No. 878. En Bloc Settlement of Special 
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Claims, Convention between the United States of America and 
Mexico. Done at Mexico City, April 24, 1934. 
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agreement it was determined that the government of Mexico was 


6 
to pay the government of the United States $5,448,020.14. : 


Rh etaden: Problemas Internacionales, 19. 


The allocation of this money among United States nationals was 
to be done by the American government and on April 10, 1935, 
the United States provided that a commission of three should 
be set up to cetermine the percentage of his claim each claim- 


ant should receive. Subsequently the United States Senate 


Claims of American Nationals against Mexico, 162-164. 
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resolved that general claims reclassified as special should 
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be added to the number of claims to be paid from the 
ees bs 65 
$5,448,020.14 given by Mexico in the en bloc settlement. 
| 
3 Ibid., 164-166. 
The settlement of unadjusted agrarian claims and the re- 
mainder of the general claims waited until the crisis precipi- 
=| 4 * . e ° be] 66 ° - 
tated by the expropriation of the oil industry in March, 1938. 
it 
66 : f 
Which is treated separately below in Chapter XI. bit 


The period of time for the work of the two commissions attempt- 

ing to settle general claims--that set up originally by the il 
8, 1923, and that established by the pro- 
tocol of 1934--had expired February 1, 1937. Conversations b. 


the life of the commissions study- Kt 


Ft 


concerning an extension of 
ing the claims or some method of settlement of them were under 


way when the expropriation of the oil industry added a new and 
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heavy burden to the weight of claims against Mexico. Ina 
statement to his press conference March 30, 1938, Secretary if 
of State Hull reopened the question of agrarian claims as fol- | 


During the last few years the Mexican Government in pur- 


I . 
suance of its national policy has expropriated and is . 
GOnUGIWitEwe uO npg sek: the properties of citizens of 4a 
other countries in Mexico and of its own citizens. Among 
these have saa many hundreds of farms and other properties 
of American citizens. Many of our nationals have invested 
their savings in these properties, have undertaken improve- 
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ment therein of various kinds, and have been dependent up- 
on them for their own livelihood. This Government has not 
undertaken and does not undertake to questi n the right 

of the Government of Mexico in the exercise of its sover- 
ign power to expropriate properties within its jurisdic- 
sion. This Government has, however, on numerous occasions 
and in the most friendly manner pointed out to the Govern- 


ment of Mexico that in accordance with every principle of 
international law, of comity between nations, and of equi- 
ty, the properties of its nationals so expropriated are 
required to be paid for by compensation representing fair, 
assured, and effective value to the nationals from whom 
these properties were taken. The recent expropriation by 


the Mexican Government of oil properties belonging to 

American citizens is, therefore, but one incident ina 

long series of incidents of this character and according- 

= raises no new question. The subject now under consid- | | 
ation between the Government of the United States and 

e Government of Mexico is the matter of compensation | 
various properties of American citizens expropriated i 

the past few years. It is my very earnest hope because | 

the very friendly relations existing between the two 

Governments a fair and equitable solution of this problem 

may soon be found by the Mexican Government. 
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a: Shepard Jones and Denys P. Myers (ed. ), Documents on san 
American fashacH ea Relations, en) ES 1938-June, 1939, pp. 122- ae 
° cretary Hull's statement to the press followed the 

to the Mexican government of a note on March 29, 1938, 

upset Ambassador Josephus Daniels in Mexico that he 

z the Mexican government not to release the note to 

he public. Daniels was so disturbed by the tenor of the note 

hat he warned Washington such procedures might cause Cdrdenas's 
‘covernment to fall. Subsequently secretary Hull by-passed the 

mbassador to Mexico and delivered the notes concerning the 

Land question to the Mexican ambassador in Washington, accord- 

g to Frank L. Kluckhorn, The Mexican Challenge, 123-124, 
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The reply of the Mexican government to the American note 
of March, 1938, was not immediate, but on April 19 it did noti- 
fy the United States that it was willing to make small payments 


toward the settlement of certain specific items in the claims 


of the small agrarian expropriations, to which offer the United 


os — ae 
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States reacted by presenting a detailed list of American small 


properties claims valued at $10,132,388 by their former owners. 
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Shepardson and Scroggs, United States in World Affairs: 
1938 De 2u9, 
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Mexico then notified the American government on July 15, 1938, 


he was not contemplating covering entirely during the 


e f > 
term of office of Cardenas the whole amount of the properties 
2 ba | 69 4 7 2 e s : 
expropriated. The Mexican attitude toward expropriation had 
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already been defined in a note to the British government on 
70 


April 12, 1938: 


ee. my Government deem it necessary to place on record 
that there is a universally accepted principle of inter- 
national law which attributes to all sovereign and inde- 
pencent countries the right to expropriate in the public 
interest with the payment of adequate compensation; more- 
over, this principle has been considered and held to mean 
that the grounds of public interest may be determined by 
every State at its own discretion, with such latitude as 
conditions, social and of every other kind, may require 
in each case. 


Consequently, the Mexican Government cannot in any way ad- 
mit the unjustified limitation which it is sought to place 
on the right of expropriation, since to admit this would 
lead to the erroneous conclusion that expropriation is 
licit only in those cases in which the State is compelled 
by law to decree it, since this power can and must be 
exercised.at its discretion by the State, for many dif- 
fering grounds and varying reasons. 
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Monica Curtis (ed. ), Documents on International Affairs, 
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The response of the United States to the Mexican note de- 
claring no intent to pay at once was probably disconcertingly 
rapid, for on July 21, 1938, a lengthy message from Secretary 
Hull was delivered to Mexican Ambassador Castillo Najera in 
Washington. In that note Secretary Hull presented the Mexican 


government once again with the American view of Mexican respon- 


sibility under international law for expropriated properties. 


"77 ( 
‘ ; . es 
The American government declared: Ue | 
| i | 
The issue between our two Governments is whether ... the 
property of American nationals may be taken by the Mexican 


‘ 
Government without making prompt payment of just compensa- 
to the owner in accordance with the universally recog- | 
zed rules of law and equity. ae 


My Government has frequently asserted the right of all (ec 
countries freely to determine their own social, agrarian, i 
and industrial problems. This right includes the sover- Be. 
eign right of any government to expropriate private proper- 
ty within its borders in furtherance of public purposes. ‘i 
he Government of the United States has itself been very 

t 7 pursuing a programme of social betterment.... 

r this programme it has expropriated from foreigners 
fell as its own citizens properties of various kinds.... 
ch and every case the Government of the United States 
s scrupulously observed the universally recognized prin- 
ciples of compensation and has reimbursed promptly and in 
sh the owners of the properties that have been expropri- | 
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Since the right of compensation is unquestioned under in- 

Gan tidientae a it cannot be conceived that insistence 
on it by this Government should impair in any way the 
warm friendship which exists between the Government of 
Mexico and our own.... 


In its negotiations with the Mexican Government for com- 
a Sn for the lands of American citizens that have 
been expropriated, my Government has consistently main- 
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tained the principle of compensation. 
my, © 13 ry a < ¥ 4 34+ YT ats “ 4 a ry \ YY? 
The taking of property without compensation is not expro- 
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priation. Lit iS, conr1Tscatvion. It is no less confisca- 
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tion because there may be an expressed intent to pay at 
some time in the future. 
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vital and mutu- 


, S : ons indispensible to 
their progress rest upon the single and hitherto solid 
foundation of respect on the part of governments and peo- | 
ples for each others rights under ij Ce Wy 
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The Government of professed its support of thi 
yrinciple of law. considered judgment, however, L 
Government of the United States that the Government Bul 

erewith in the case of sever- 
gerarian properties taken from 
ment is apparently not admit- 
Government of the United 
it there be submitted to ar- 
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Curtis (ed. ), Documents on International Affairs, 1933, 


h its accusation 


of this note was so sharp, wi 
of confiscation, violation of international law, and demand 
for arbitration, that the Mexican government was clearly faced 
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ilemma of difficult proportions. It avoided the horns 
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skillfully in its reply which was delivered August 3, 1938: 


My Government maintains ... that there is in international 

law no rule universally accepted in theory nor carried out 

in practice, which makes obligatory the payment of immedi- 

ate compensation nor even of acon on compensation, for i" 

rise Sia ferme of a general and impersonal character like 

those which Mexico has carried out for the purpose of re- 

distribution of the land. | 
} 


he expropriations made, in the course of our agrarian re- 
‘m, do, in fact, have this double character which ought 
be taken very mach into account in order to understand 

position of Mexico and rightly appraise her apparent 
ilure to meet her obligations.... 
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The political, social, and economic stability, and the | 
peace of Mexico, depend on the land being placed anew in 

the hands of the country people who work it; a transform- Wild 
ation of the country, that is to say, the future of the hy 
nation, could not be halted by the impossibility of pay- 

ing immediately the value of properties belonging to a 

small number of foreigners who seek only a lucrative end. 


On the one hand, there are weighted the claims of justice fe) 

and the improvement of a whole people, and on the other eal 

hand, the purely pecuniary interests of some individuals. ea 

The position of Mexico in this unequal.dilemma could not 4 

be other than the one she has assumed, and this is not Bb. 
stated as an excuse for her actions but as avtrve justi- ae 
fication thereof.... | | 


If your Government has been in a position to make the tT 
payment of compensation at once, this circumstance only 

indicates that its economic circumstances permitted of 

doing so, but certainly it could not have postponed or 

abandoned those reforms, even in case such conditions had 

not been favorable.... there does not exist, in interna- . 
tional law, any principle universally accepted by coun- 

tries, nor by the writers,ofstreatiesvon(thissubject, . 
that would render obligatory the giving of adequate com- i 
pensation for expropriations of a general and impersonal | | 
character. Nevertheless Mexico admits, in obedience to | | 
her own laws, that she is indeed under obligation to in- 

demnify in adequate manners; but the doctrine which it 

maintains on the subject, which is based on the most au- 

thoritative opinions of writers of treatises on interna- 

tional law, is that the time and manner of such payment 

must be determined by her own laws. 
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The Mexican government then pointed out that in determining 


) 


compensation the amount to be paid was the prime necessity and 
that it had not been possible for Mexico and the claimants, or 


for Mexico and the United States government, to agree on what 


at 


was due each claimant. Furthermore, Mexico felt that insis- 


tence on payment under such circumstances was in reality a de- 


mand for special treatment of foreigners. The note pointed 


73 


out 


--ethe foreigner who voluntarily moves to a country which 
is not his own, in search,of -a-personal benefit, -aecepts 
in advance, together with the advantages which he is go- 
ing to enjoy, the risks to which he may find himself ex= 
posed. It would be unjust that he should aspire to a 
privileged position safe from any risk, but availing him- 
self, on the other hand, of the effort of the nationals 
which must be to the benefit of the collectivity. 


eeeat the Second Pan-American Conference, held at Mexico 
City in 1902, a formula which was broadened and reinforced 
by Article 9 of the Convention signed at the Seventh Pan- 
American Conference ... reads: "The jurisdiction of the 
States within the limits of the national territory, is 
applicable to all the inhabitants. Nationals and foreign- 
ers who are under the same protection of the national 
legislation and authorities the foreigners cannot claim 
rights different from or more extensive than nationals." 


[sic} 


The demand for unequal treatment is implicitly included 

in your Government's note for while it is true that it 

does not so state clearly, it does require the payment to 
its nationals, independently of what Mexico may decide to 
do with regard to her citizens, and as your Government is 
not unaware that our Government finds itself unable immedi- 
ately to pay the indemnity to all affected by the agrarian 
reform, by insisting on payment to American landholders, 


iH) 


194 


it demands, in reality, a special privileged treatment 
which no one is receiving in Mexico.... 
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“Curtis (ed. ), Documents on International Affairs, 1938, 
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The government of Mexico then proceded to reject the Ameri- 


can proposal of arbitration, for the following reasons 


Arbitration should be reserved ... for cases of irreduci- 
ble qi ‘fferences in which the juridical principle under 


discussion or the act giving origin to the arbitration | 
are of such a character that the two peoples at variance 
do not find any more obvious way of coming to an agree- NM} of 


ment. Such is not the present case, for while it is true 
that Mexico does not consider that bayment of an indemni- 
fication for properties which the State expropriates on 
ground of public utility, is an invariable and universal 

rule of international law, it is also true that so. the 


Mexican Government has never denied such obligation. ray | . 

There is not subject matter, therefore, for the arbitra- cae 

tion proposed, eat 
cnn nc aan ee Hye. sh . 
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In its note to the United States the Mexican government 
had left the way open for further correspondence on the sub- | 


4. 


ject of claims, although it had rejected the major American 

contentions of the note of July 2l. a 
The vigorous correspondence continued with an American 

reply to the Mexican government being delivered on August 22, 


1938. In his reply Secretary of State Hull at great length 


| explained to the Mexican government his view of the evolution 


the rise of civilization and expressed considerable astonish- 
ment at the attitude of the Mexican government. The note also 


came perilously near to presenting the government of Mexico 


+ 
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#5 
with an ultimatum. According to Secretary Hull: 


My Government has in mind that the doctrine of just com- 
pensation for property taken originated long in advance 
of international law. Beyond doubt the question first 
arose when one person sought to take the property of 
another. Civilized society determined that common jus- 
tice required that it be paid for.... 


The contention asserted by the Mexican Government ... 
and as evidenced by its practices in recent years, is 
plainly this: that any government may, on the ground that 
its municipal legislation so permits, or on the plea that 
its financial situation makes prompt and adequate compen- 
sation onerous or impossible, seize properties owned by 
foreigners within its jurisdiction, utilize them for what- 
ever purpose it sees fit, and refrain from providing ef- 
fective payment therefor, either at the time of seizure 

or at any assured time in the future. 


be @ 


I do not hesitate to maintain that this is the first occa- 
sion in the history of the western hemisphere that such 

a theory has been seriously advanced. In the opinion of 
my Government, the doctrine so proposed runs counter to 
che basic precepts of international law and of the law 


o 


of every American republic.... 


The fundamental issues raised by this communication from 
the Mexican Government are therefore, first, whether or 
not universally recognized principles of the law of na- 
tions.require, in the exercise .of «the \admiitedcrightioft 
all sovereign nations to expropriate private property, 
that such expropriation be accompanied by provision on 
the part of such government for adequate, effective, and 
prompt payment for the properties seized; second, whether 
any government may nullify principles of international 
law through contradictory municipal legislation of its 
owns or, third, whether such government is relieved of 
its obligations under universally recognized principles 
of international law merely because its financial or eco- 
nomic situation makes compliance therewith difficult. 


The Government of the United States merely adverts to a 
self-evident fact when it notes that the applicable pre- 
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cedents and recognized authorities on international law 
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laration vesiey undersevery rule? of Law 
and equity, no government is entitled to expropriate pri- 
vate property, for whabelee purpose, without provis ion 
for prompt, adequate, and effective payment therefor.... 


support its dec 


The universal acceptance of this rule of the law of na- 
tions ... does not in the view of this Government admit 
of any divergence of opinion.... 
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fact 
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h were, fortunately or unfortunately as the case might be, 


universally accepted by all civilized nations and was al- Bil 
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“Curtis (ed.), Documents on International Affairs, 1938, 


HOUT « Hull's reference to the Western Hemisphere should 
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The somewhat polemical nature of this note obscured the 


that Secret ary Hull was declaring as basic concepts of 


international law some principles accepted by the United States 


e E ee ee 
amen 
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ng to Anglo-Saxon principles of equity in correspondence b 


egal system upon the same 


jurisprudence. The note continued: 


The Mexican Government now advances the surprising con- 
tention that it may expropriate property and pay therefor, 
in so far as its economic circumstances and its local le- 
gislation permit, but that if these circumstances and le- 
gislation do not make possible the payment of compensa- 
tion, it can still take the property. If this theory were 
sound, the safeguards which the fundamental laws of most 
countries and established international law have sought . 
to provide for private property would be utterly worthless. 
Governments would be free to take private property far be- tT 
yond or regardless of URerr ability or willingness to 

pays... The Government of the United States cannot admit 

that any government may of its single will, whether through 

its municipal legislation or by pleading economic inabili- 

ty, abandon the recognized principle of international law 

requiring just compensation.... 
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Is it conceivable at in order to attain these desirabl 
objectives it is necessary for government to rest the en- 


tire undertaking on a policy of confiscation? Every sover- 
eign nation is in possession of powers to regulate its in- 
ternal affairs; to reorganize, when neeqcrul, “its euvire 
=e 


, financial, and industrial structure, and to a- 
social ends by methods conforming with law. 


Instead of using these recognized and orderly methods, 

the Government of Mexico in effect suggests that whenever 
pecial conditions or circumstances obtain in any one 

that country is entitled to expect all other na- 
tions of the world to accept a change in the settled rules 
nd principles of law... to replace the rule of just com- 
the rule of confiscation.... 
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ee- must either assert and maintain with i 
gour. the doctrine of just compensation, or else ac- | 

se in the repudiation and abolition of that doctrine. Ai idb 
Obviously it cannot adopt the latter course.... aa 


an 
in paired the ‘structure of common justice re if | 
“in international as well as in basic nationa bm J 
tee ‘Lead me, particularly mt view of the warm fr féendsity Sa 
existing between the two countries, to appeal most earn- oy 
estly to the Mexican Government to’ refrain from persisting 
in a policy and example which, if generally pursued, will ih 
seriously jeopardize the interests of all peoples through- 

out the world. i 
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International Affairs, 1930, 
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Having repeated the charge of confiscation and having ac- 
cused Mexico of essentially bad faith in her dealing with in- 
ternational law, Secretary Hull then virtually threatened the 


Mexican government with direct American intervention, apparent- 


ly leaving the issue closed to further discussion. He then 


turned his attention to the Mexican charges that the United 


States was demanding unegual treatment for Americans by the 
oe 
Mexican governments 
Your Excellency's Government intimates that a demand for 
unequal treatment is implicit in the note of the Govern- 
ment of the eeuste States, since my Government is aware 
that Mexico is unable to pay indemnity immediately to all 
of those affected by her agrarian reform and yet it de- 
m I landowners who are nationals 
it is suggested, is a claim 
one is receiving in Mexico. 
I must d dissent from the opinion thus expressed 
by the G of Mexico. The Government of the Uni- 
ted State ts no privileged treatment for its na- 
tionals in Mexico ... the United States has on 
repeated gs made it clear that it would Porreniy ric 
circumsta request special or privileged treatment 
for’ ite in the other American Sahenrte: nor 
support of such nationals for treatment. other 
than tha was just, reasonable, .and strictly in 
armony 1 generally recognized principles of inter- 
national 
The doctrine of equality of treatment, like that of just 
compensation, is of ancient rae Wey; There is now an- 
nounced by your GOVAE BEERS the astonishing theory that 
thi treasured ished pia ae of equality, de- 

; an and.property; rights, .1s.to 
otection of personal rights an 
ground of depriving and strip- 
conceded rights. It is con- 
ly justifiable to deprive an 
f all other persons are equally 

is allowed to escape. In the 
ied that confiscation is so jus- 
carcely requires answer.... 


into a country the country is 


hat degree of protection of life 
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O Actually, the question 
SSU possible problem of special pri ivilege. 
The plain question is whether American citizens owning 
oroperty in Mexico shall be deprived of their properties 
and, in many, instances, their very livelihood, in clear 
disregard of their just rights. It is far from legiti- 
mate for the Mexican Government to attempt to justify a 
i ce nstit 
the wh 
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IT, 450-452. A Mexican view on the privileged position of for- 
(=) Sig fad 


signers was that since civil and political laws in Mexico had 

not been enforced in favor of Mexicans but had been for the 

foreigner, the latter did enjoy a privileged position but one 

best remedied by raising the condition of Mexicans. See Ad- 

dress of Mr. Luis Cabrera, 13. | 
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Juite probably the only consolation the Mexican govern- 
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ment derived from the situation after the delivery of this 


note was that the American government already had made it plain i 
) ie pee eo ae ee ee aes ps S fF = 1 ae eon ee s Fs = ° ae 

that direct intervention was not going to take place in Mexico; iid 
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hence the tone of the note was not to be taken to indicate ac- 
Q 


tion in harmony would necessarily follow. It was also plain, 
sete 
72 Mel 
At the Montevideo Conference in May, 1933, Secretary Hull [sea 
had announced that the United States government was not hence- . 
forth to be considered as an agent for the collection of the he. 
private debts due United States citizens from Latin America | 
and he had also renounced the right of the United States to t | i 
intervene in the internal affairs or governmental procedures Pay 
of other nations. See Charles W. Hackett, "Recent Trends in Pane 
Latin-American Relations," in S. D. Meyers, (ed.), The South- | 


west in International Affairs, Proceedings of the Third Annual 


dowment for International Peace, 1936, pp. 59, 65. In 1937 

the United States signed an agreement with Mexico which ended 
the rights granted in the Gadsden Treaty to the United States 

to transport troops and munitions across Mexican territory 

and to protect a railroad to be built across. the Isthmus of i 
Tehuantepec. See Francis B. Sayre, “Our New Pan American a 
Policy," in S. D. Meyers (ed. ), International Institutions Lf 


and World Peace, Proceedings of the Fourth Annual Conference 

Institute Public Affairs Auspices Carnegie Endowment for In- 

ternational Peace, Dallas, Waxahachie, Denton, Fort Worth, 

£9 3/4. Ue 200 And a member of the State Department had de- 
lared in 19 that the United States had renounced the right 


ra 
O 
h a police force in other countries of the western 
whenever the properties of American citizens in 
believed to be in danger. See Laurence Duggan, 


"Our Good Neighbor Policy," in S. D. Meyers (ed.), The South- 
west in International Affairs, Proceedings of the Third Annual 
Conference Institute of Public Affairs Auspices Carnegie En- 
dowment for International Peace, 1936, p. lak. 


ae 


r, that the American government was pressing hard for a 


definite end to the problem at once. The Mexican reply of 
September 1, 1938, firmly clung to the Mexican view of inter- 


national law and very audaciously and cleverly accused the 
American government of being guilty also of uncompensated ex- 
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pDropriations. pmneé Mexican nove, irom 


Mexico believes ... that it has adjusted its acts to the 
standards of international law in accordance with the 
evolution which the traditional concepts of that law have 
necessarily undergone. Far from judging that its atti- 
tude departs from the standard accepted by the civilized 
world in general and by the republics of this continent 
in particular, my country considers that its interpreta- 
tion represents the unanimous conviction of the Ibero- 
American Republics and reflects juridical thought at the 
present moment.... Confronted with the inescapable obli- 
gation of carrying out the agrarian reform ... my Govern- 
ment must expropriate ... all the lands that may be neces- 
sary until their, complete distribution,. as, us ordered. Dy; 
the constitution and by the agrarian code of Mexico, laws 
which establish the duty of indemnifying the owner of the 
lands taken, at Ghee ee the delivery of the indemnification 
might have to be postponed. The rights of society are in 
this case beyond doubt, and the social necessity is so 
rgent that its satisfaction cannot be subordinated to 
he possibilities of immediate payment.... Mexico cannot 
refrain from carrying out the redistribution of the land 
although in so doing she might likewise affect foreigners. 


us 


This attitude of 'Mexicdé.<is»not,.as jour ~xcel feney +s 
Government affirms, either unusual or subversive... < 


There are numerous examples of nations whose cultural pro- 
gress is beyond discussion, which have seen themselves 
obliged, without repudiating the right of property in the 
abstract, to issue laws which have signified expropriation 


2Ol 


thout immediate payment and sometimes without later com- 
nsation. Countries might be mentioned which, under 
préssure’ of reasons considered to be of public necessity, 

have forced private individuals to exchange their gold and 


yheir gold certificates for money which has already been | 
depreciated, or which was depreciated immediately a 


wards. dei Sebe-clepiaias have Nacaiall Nios ae necessi UF. to 4 
nationals ‘ei foret 5 areata ee receive in renin: of obli- 
gations, which had been contracted in gold, the already 
depreciated currency of the eer Because expropria- 


tion was indirect in these cas it was none the less ef- 
fective, Since. the owners. of gold and gold certificates 


in the first example, or of credits payable in gold, in 
the second one, have seen their property diminish without 
receiving adequate compensation in return ... the courts 


of the various countries justified them, in view precise- iM 

ly of the reasons of a superior order and of the public i | 
interest.... Some States have incorporated in their pub- i a} 
Le law the fundamental principle that interests of indi- i 


viduals are subordinated to those of the community as aa 
was stated by the Spanish Constitution of 1931.... 


Mexico has maintaine 
among others, the ri 1 
are not orineiples O tional law, but that their p 
validity is derived heme municipal law. The fact is not fr 
One eeeien that the contrary opinion upheld by your A A) 
Government has defenders, but it must be admitted that oll aT 
the point “of view of Mexico, far from constituting an un- th Re 
usual theory, lacking substance and without a juridical L | it 
basis, has in its turn the most solid. supperts.... .Jt1is | hi 
true... that resp ect for prope rty rights is recorded in nt} 
Pe } 

| 


the so-ca iled rights of man, 


constitutions of all States of this cist at eae hae but it | 
also recorded that such right must undergo modifica- te 
Ss or suspensions which the general interest, the basis 
y itself, may demand. In such cases foreigners can- 
i Dee dae as immune from the modification wat) 
pislation is subject.... 
. 
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“Curtis (ed. ), Documents on International Affairs, 1960. I 
» 455-458. On confiscations, see Charles C. Hyde, "Confis- ue | 
atory Expropriation," in The American Tournal of Internation- | . 1 
al Law, a ee with Supplement Section of Official Docu- } 
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Cardenas, in a report to the Mexican congress in Septem- 
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laims was desirable since the controversy was threat- 
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en to impair the friendly relations between the two coun- 
oe le OL ay ae ap ee ie it : Seat og hes ff et here | 3: 5% os a 
tries. [The State Department then presented Mexico with five 
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points on which it uncerstood mutual agreement had been reached 
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and urged tneir acceptance, LHe Live pz oposals were ¢ 
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Mexico was to pay $1,000,000 in United States curren- 


cy on the claims before May 31, 1939. After the total 


due was determined, the two governments were to agree 
on the size of annual payments, with Mexico's ability 
to pay being taken into consideration. 
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principles of 


international law, 


by the enactment and application 


lation, is in agreement with the 


Daas Oe ie in recognizing that the 
friendship which unite our 

Be a over differences of 
ordereees 
The Government of Mexi 
stood that the deci sions reached 
designated, shall in no ease 
the lands expropriated and 
the amount determined; that they 
precedent, in any case nor 


the proposals 


the claims but emphasizing 


while reaffirm 
has not acted con 


two countries 


extend 
the modalities 


for any reason; 


Se 


merican note on 


in the American note 


connotate surrender by 
Qs 
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contentions at law. 


ing its con- 
itrary to the rules and 
of justice and equity, 
of its agrarian legis- 
plan presented and takes 
sentiments of cordial 
have in the end 


a technical and juridical 


iexico deems necessary to have it under- 


by the representatives 
beyond evaluation of 
of payment of 
shall not constitute a 
neither shall 


they, decide the juridical principles maintained by the 


two Governments 


and applicable to the matter in 


question. 


~~Thid., 340-341. . See also Executive Ag reement Series No. 
156. Compensation for Expropriated Lands: Agreeme sement be between 
the United States of America and Mexico Effected 2d by | Exchange 
of Notes Signed November 9 7atG wlas 1938, and April 17 and lo, 
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agreement seemed to indicate that foreigners still possessed 
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ab Mex LOQcsnouix itilize tne bulwark of Ibero-Americanism. 


set otter: 


n Puig Cadena, La Expropiacion Petrolera: Algunos 
Aspectos del Problema Que Culmino con el Decreto de Bxpropia- 
cion de 18 de Marzo de 1938. Su Legalidad Conforme a la Legis- 
n Interna su Justiticacs el Derecho Internacion- LY 
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cited as Puig Cadena, La Expropiacion 
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Important as the agreement of 1930 unquestionably was, 
it did not eliminate the whole problem of claims. Left unset- 


tled by it were the general claims recognized in the General 
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Claims Agreement of 1923 and of course the claims of the expro- 

priated oil companies. The Lima Conference being past and Pan- 

American solidarity having been achieved, in April, 1940, the 

United States reopened correspondence with Mexico on the sub- } 


7 

ject of claims. Secretary Hull wrote Ambassador Castillo Na- 
90 

jera on April 3, declaring: 


During the course of the past years there have arisen be- 
tween the Government of the United States and the Govern- wi 
ment of Mexico many questions for which no friendly and 
fair solution ... has been found.... 


Animated by the desire to find such an adjustment ... of mad 
these pending matters, this Government proposed some two i | 
years ago an immediate and comprehensive study by repre- He 
sentatives of the two governments for the purpose of | ry 
preparing the way for an expeditious settlement of these | 
controversial questions.... Hy 


At that very moment the Government of Mexico by an execu- tr 
tive decree expropriated large holdings of oil properties, p 
amounting in value to many millions of dollars and belong- anal 
ing to American nationals, for which no payment has been Ni 
made and for which there is no present prospect of pay- he a | 
ment, 21 if : 


: 
| 
he Government of the United States readily recognizes ‘ih 
the right of a sovereign state to expropriate property \| 
for public purposes. This view has been stated in a num- pat 
ber of communications addressed to your Government during ai| 
the past two years and in conversations had with you dur- il 
ing that same period.... On each occasion ... it has been | | 
stated with equal emphasis that the right to expropriate BE en 
property is coupled with and conditioned on the obligation | ! 
to make adequate, effective and prompt compensation.... i nai 
| 
i 


‘lation of property by the Mexican Government has 
king place on a large scale since 1915 under the 
so-called agrarian program. While there are now under 
way efforts looking to a settlement of agrarian claims bee 
arising since August 30, 1927, the large number of such | 
claims which arose prior to that date and which were filed 
with the General Claims Commission under the Convention 

of 1923, as well as a very much larger group of general 
claims, some of which date back over a period of approxi- 
mately seventy years, remain unadjudicated and not a 
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ar has been realized by any of the owners of 
erties or by any of the other general claimants.... 
During the last twenty-five years, one American interest 
in Mexico after another has suffered at the hands of the 
Mexican Government. It is recognized that the Mexican 


Government is making payments on the Special Claims ... 
and has started payments for farm lands expropriated. since } 
August 30, 1927. But the Mexican Government has made no 


4 


compensation for the large number of General Claims of 
long standing which include an extensive group of claims 


for the expropriation of farm lands prior to August 30, 

1927. It has made no adjustment either of the foreign 

debt or of the railroad debt both long in default.... 
¥ 


Moreover, the question of the railroad debt was further 
complicated by the expropriation of the Mexican National 


Railways on June 23, 1937. Finally, on March 18, 1938, | 
the Mexican Government took over American-owned petroleum | 
property to the value of many millions of dollars, and wit 
»»» not one cent of compensation has been paid. ae 
This treatment of American citizens, wholly unjustifiable 

under any principle of equity or international law, is a 

matter of grave concern to this Government. These long- we fe 
piesa: matters must of necessi tay be ad jus sted if the re- bs Ae 
lations between our two countries are to be conducted on ae 
a sound and mutually cooperative basis of respect and ina 
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With the submission to arbitration of the oil controversy 
nd the adjustment of the General Claims matter, the two h 


nments would then be in a position to go forward at | 
same time with the negotiations interrupted by the . 
expropriation for a general settlement of all other 
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S. Shepard Jones and Denys Meyers (ed.), Documents on 
American Foreign Relations, July, 1939-dJune, 1940, TI, 224- | 
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* Hay in May, 1940. The Mexican government in this note 
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rather sharply reiterated its position on compensation: 
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Tt is indisputable that my Government has shown to the 

point of obviousness its adherence, as provided infits 

laws, to the principles of compensation, as well as its 

determination to put it into practices Ina spirit of 

conciliation, it has refused again to introduce into | 
this affair the point of view authorized and confirmed | 
by numerous examples, thatiis; that’ there,isinoprulecin | 


international law universally accepted in theory or in 
J < h 

practice which makes obligatory the payment of immediate 
compensation, immediate indemnization therefore not con- 
stituting an inherent element or. a condition to the right 
of expropriation. Nevertheless, and although on other 
grounds, it is a pleasure for my Government to recognize 
i there is no divergence with the Government of your 
country with respect to the obligation imposed on the 
Mexican nation by its own laws, to make the payment of 
th roper indemnization. 


ei A een Ae hak FRE i} 


The note continued with a defense by Mexico of the delay aa | 
Bint | | Holt 
e settlement of claims against her and an indirect offer (‘naa 
a 5) 
) ; v2 : F 
proceed to the adjustment of them: . edd 


It is true ... that expropriation of the properties of i 
the petroleum companies occurred precisely when there ap- ey 
peared to be presenting itself a prospect of an adjust- 
ment regarding some pending questions, but the time was t 
not chosen by the Government of Mexico, which was obliged 
to act in view of well-known circumstances.... I 


It must be recognized that there exist important questions 
between the two governments, for the immediate and equi- 

table adjustment of which the Government of Mexico has | 
shown particular zeals3 their solution might be attempted i 
at once, since no justificable reason exists for consider- | 
‘he- ts fe arity ?tndisr ib] 9 ject the ttlen t | 
ing it necessarily indispensiblé. to’ subject the se emen [ 
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of other important questions to that of the oil case. 
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CHAPTER VII 
OIL, SILVER, AND THE MEXICAN DEBT 


The problem of debt was a serious one for Mexico almost 
history; it provoked many disputes li 
(or contributed to them) which had effects much wider than 
he merely fiscal. After the revolution of 1910 began, the 


question of debt soon became equally as acute as did other 
1 


matters because in 1913 Mexico defaulted her exteriom debt, H | 
1 ge as, a ae i i} eee ee eas 5 ff. 1, ae ee - a 
and the railroad debt likewise was dropped from the budget in PE 
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JVictoriano Huerta suspended service for six months on the id 
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lebt of Mexico on January 12, 1914, but on March 30, 
payments within two weeks 
he resumption was not effected due to new disturbances. 
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Secretaria de Gobernacion, Seis Anos de Actividad Na- 
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| The debt of Mexico at that time consisted of an issue of 1889 
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of 5% bonds amounting to 49,292,711 dollars (U.S.) guaranteed 
| by 62% of import-export duties; an issue in 1910 of 4% gold 


bonds for 50,688,126 dollars (U.S.) guaranteed as in the issue 
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» inversiones Internacionales en America 
y Perspectivas. Informaciones Econdmicas 
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ff 4 Cc a=) Tia w a) * 2 = IT os 
del Banco de Méxic » Se-A-, 130-131. Hereafter cited as Mar- 
quez, Inversiones Internacionales en America Latina. 
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of 3% bonds in 1885 for 41,796,250 pesos; an issue of 5% bond : 
<a 
tl 
in 1894 for 94,298,200 pesos; 5% bonds of the State of Vera hae 


ruz issued in 1901 and 1906 for 831,200 and 664,000 pesos, kh 


respectively; 5% bonds of the State of Tamaulipas issued in 


5% bonds of Tamaulipas issued in 1906 


74 
1907 for 466,700 pesos; a loan to the Compania del Ferrocarril 


Nacional de Tehuantepee in 1902 for 1,918,600 pounds, guaran- 


teed by the federal government in 1918; and a 43% loan for | 
; | 
Q -1 QNR +1 Ai Aa Ta : Man ‘ 
81,800 pounds in 1908 to the Compafia del Ferrocarril Nacional 
) 


de Tehuantepec. 
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Ibid. These amounts, including a railway debt of 
ry r a in NP 5 775 ~~. (TT ; c = r a ae 2 , ‘ = : 3 
242,361,000 dollars (U.S.), were set at 507,457,000 dollars 
U.S.) (principal only) in the debt agreement of 1922. See 


eee 


nny 


ey 


A AN AES RN ate a 


VY) 


~ 
2 
bo 


| 
| 
13 
ie 
fe 
4 
| 


puUeSsSt 


Su 


no} 
» a a | 
| 
a 
| YL 
Th) 
U2 
e~ 
' 
' 
eX 
>-4 
.< 3 o~ 
6 
= 


) 
we 
g 
= ae 
‘gam | ( 
rt 
j er 4 
rn ' 
2 
UY} i 
ra 4 
= - 
I 
WW : 
° 


fy 
Ah 
— 
“VU 


SOT FQ) a © 
1 e) ‘ } > 


O 000 I0¢ 


120, 000, ¢ 


1 Fah Wee en. ape 
al Camara dae 


Le, ( 0007000. 00 


nr 


52 


4 YO 


ay a 
WN 
ry 


} 
\ } 


A + ‘ a) ayer t al ad 13 aa 1,30 DD FeXT a) inn ry ™ 
ALTNOL i Larranza’'s L1igures. we very rounc ana som 
ee a De pees alee } Se ep eee eee 1. A Re 2 ee Eee 
at OF Wie Vile ) au Gas & -C_be ete: OQ Ss Gi ated a j » \ ena £Len OL 
, i 


7. © j i) > ae ‘ ad 
i ant a -— ° cr ne = 14 Toa rc + 
~~) UL as 4 Spe | whe ok | ~~) a2 u 
1 : s r ° 4 4 rs : : 
1 - STTMNaAKH+ a y rn - AaTran rr? 
8) JR Y iLO LLY LL A. co c LAU Y ds OL Ot 
t d 


ree - 7 a | s = me ay 2 “? 3 ~ 
wTTreE oe - ATO 177 ) an | A har 
XULE [te Che Trevolutcion nad MULLIPLisce me?r 
7 2 ] hHljigatinn whit] har : no tit?) 7h 3 
Cais TODA GLOSS’ Swat |e ner income Ge. wos 


a es 3 ee ee at aor 1x en INTO At 
| Dave wince Linanciat ODpiigations were also fo1 Game eal 


cry Bal 
i 


aff 


| ee a ee Via + i te ~ a | ee ae 44 . P 
roblems, Mexico's diplomatic status in addition was 
me :: ( ae as] a en apne she 2 : a - os = ae rm 1 . . hs 2 ie 
eady the ench government in July, 1917, had notifie 
Tiyact doe ata. oi ryAt Ait ot nate ota Pains : ene e 
| Wel Gex mia Les £O ernment : Marg, risk: al inancial ao sistance 


provisions of the new constitut 


+4 


which were inconsis international law would 


government some condition regardi 


WOoOana 
VO SUD 
Y \. {) and 


pesos 


" 
am on | 
ected, 


d the 


neg 


Hate 


a 


Cn ne een ME I Se ne Rm RR ne 


A AE A NS RR RRC Pe 


Alberto J. Pani, 


ee i Ae Augie sa ~~ : A 
in investments in the mining 


a year. 


ee 
he 
cr 
>! 
~ 
ct 
D 
Lite 
2 
O 
fe 
o, 
pa 
(Dp 
f4 
O 
Ht 
cr 
a) 
wu 
D 
<A 
~ 
O 
i 
a 
fue 
(e) 
S 
OO 
— 
bh 
Qu 
i 
a 
~ 
4) 


new property 


concepts expressed by its leaders, the income of Mexican 

2 nt dro] elow the self-support level. The difficul- 
ty was apparently to be met most easily by taxing the oil in- 
dustry which also could be brought under control of the new 
governmental policy at the same time The first step was the 
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Luis Cabrera, Carranza's Secretario de. Hacienda,,called.the 
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levy a production tax 


he old stamp tax on 
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mineral output, but the tax applied only to exported oil, not 


12 
that consumed within Mexico. The tax was not successfully 


12 
ibid. The stamp tax produced 13,100,000 pesos from 


eptember, L9ES, to June, 1919. See Tfdrmés de V. Carranza 
la Cémara de Diputados 1919 > pe Yb. 
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Yet taxes paid by his oil company doubled in amount in | 

1918, according to Doheny, while oil exported increased only 
11%. See Investigation of Mexican Affairs, I, 248. | 
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1921 on petroleu, the oil companies slowed shipments of oil } 


from Mexico and exports dronped from fourteen or fifteen ‘ - 
5 4 4) e ry ° f ; : 
million barrels a month to below six million barrels during Gea 
oe Khe 3 aii | | 
July and August, 1921. Since oil shipments accounted for th) ta 
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Ibid., 414%. The tax amounted to 2.50 pesos per cubic 
meter for crude with a density of .96 or less. The tax was 
reduced to one peso in 1922. See Manterola, La Industria del 
Petréleo en México, 342-345, 
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62.1% of Mexico's total exports in the first quarter of 1921, 
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the rather painful financial situation produced for the govern- 


ment is apparent. At the same time Mexico, which desperately 
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Interestingly enough during the period of suspension of 
payments on the cebt, a new conference between representatives 
of the oil industry and the Mexican government was held to de- 
termine means of encouraging the industry. This conference 
lasted from September to October, 1924, the representatives 
being Secretario de Hacienda Alberto J. Pani, Secretario de 
Industria, Comercio, y Trabajo Pérez Trevino, C. 0. Swain, 
Avery D. Andrews, Dean Emery, and H. N. Branch (translator). 
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Minutes of the Committee of 1924, p. 3. deh 


It was at this meeting that C. 0. Swain remarked that the oil 


companies had paid a little more than the maximum tax which ‘ rf 


they felt able to bear in 1921-1922 in order that the Mexican Goa 
B ars 
government might resume service on the debt. : Swain then eal il 
2 
pe ie 


mentioned that Mexico would do well to realize that capital 
would go where opportunity was greatest, Venezuela being re- 


0 
ferred koa? While the negotiations were not productive of 


30mm ia, 
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entirely satisfactory results to the oil men, consultation 


with the banker's group arrived at the agreement of October 
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exploration had to pay one hun- 
illeds; holders of concessions to 
‘al zones were to pay the nati 
meters, 10% of the first hundred 
over one hundred cubic meters 
hours. See Manterola, La Indus- 
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The revised plan of 1925 provided for a resumption of i 


payments dy Mexico uncer tne. scneda ule ar rangeqa in L922 but 
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only the direct debt of the ¢ the railway cebt 

Agia 7 eR tal Gale ee Sh ee oe | 4 VOSS << Te aah Te waded et a Vaan ny mL, 2 ry 
now being excluded but the 1900 issue being included. The in- | 


co = yen 1 ied ie +. 8 . c f = oe a ee 
er figure; however, the obligation of Mexico to pay full prin- 
aS 
9 
Fy Sian Sa Pat eat ; + +1, 1 Pit a 90 : : “hand 
cipal and interest on the debt from 1914 was repeated. 
a5 


/ . . 
Marquez, Inversiones Internacionales en América Latina 
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132 The total debt was not lowered although the removal of 
ailway debt from the agreement made it appear so. 
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amounting to 108,346,230 dollars (U.S.), by payments beginning 
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tax, the drop in percentage of total revenue produced by the 


oA Se tt A I RE NES ANS AR A NS Eh ES ne 


, 8 
oil tax from 20% in 1922 to 11% in 19262 was indeed serious. 
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38 | 
Sherwell, Mexico's Capacity to Pay, 91. 
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From 1920 to 1927 income from the export tax and the produc- 


tion tax on petroleum declined sharply as the following table 


indicates. 
Taxes in 'OOO's of Pesos Realized from bod. to Date 
Export Tax Production Tax 
$920-—_—__————seeeoe 45,479 
1921 Dee 50,604 
1922 27,606 58,374 
1923 18, 383 42,153 
1924 15,017 39,356 
1925 qe eg 30, 633 
1926 10,124 24,276 
1927 Doo Llgees 


Bh, 


of Mexico, 54. 
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Mexico's declining revenue was not indicated wholly by 
the.drop in tax.income from the, oil levy, for the hidden but 
real unfavorable balance of trade was large, since, to off 


set the exportation of mineral wealth, foreign investments no 
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were as follows: 
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1en the Mexican government expropria 


ay) a FB naive Ff Mavieo 7 The ratlrosd ere 
eyi, tne neconquest OL MEXICO, c</V. ine PasiLroacs were 


turned over to the National Railway Workers Union for operation 
in November, 1937, after a union pledge to pay the government 
fourteen million pesos yearly for debts, repairs, taxes, and 
replacements of the system. See Charles A. Thomson, "Friction 
with Mexico," in Foreign Policy Bulletin, XVII, 4. 


lars (U.S.) principal and 226,000,000 dollars in defaulted 
interest from the railway debt to an external debt which had 


already reached 243,900,000 dollars principal and 267,000,000 


op 


dollars in defaulted interest. Efforts were made at the end 
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3 British Note to Mexico, May 11, 1938, as quoted in Cur- 
tis, (ed.), Documents on International Affairs, 1938, I, 469- 
471. Mexico's internal debt at this date was 285,000,000 
pesos. Ibid. 


of 1937 and early in 1938 to reach an agreement on the debt. 


eional, 354. 


The International Banker's Committee suggested in 1937 that 
the delinquent interest be eliminated and that the debt be 


converted from dollars to pesos, one for one, but this offer 


ey) 


was rejected. 
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“Standard Oil of New Jersey, Present Status, 104. This 
was a reduction of 125%, according to Standard Oil. Ibid. 


In the meanwhile general conditions were working to pro- 
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duce both a crisis and a solution for the Mexican financial 

Situation. The critical point was reached with the expropri- 

ation in 1938 of the foreign-owned oil properties, which added | 
tremendously to the financial obligations of the Mexican govern- 

ment. The Mexican public exterior debt in 1938 stood at 


The solution was made possible in 
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Secretaria de la Economia Nacional, Annuario Estadisti- 
C > EE é f 
o 1939, pp. 676-677. 
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large part, it appears, by world conditions which necessitated Wey 
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secure position for the United States in all of Latin Ameri- 
ig 
ca and especially in Mexico. Mexico, held in an economic } 


5 if rec 
“Samuel Flagg Bemis, The Latin American Policy of the seca 
United States, an Historical Interpretation, 348. Hereafter 
cited as Bemis, The Latin American Policy of the United States. 


a ooo 


and military vise by the United States but stubbornly indepen- 


dent politically, could be forced to a compromise in financial 
matters but could not be offended in her sovereignty without 

endangering United States polity. The possibility of healing 

a long-festerineg carbuncle lay in this situation. As already || 

has been indicated, settlement of agrarian, general, and spe- 

cial claims was made in November, 1941. 


| In the settlement of the difficult problem of Mexican 


finances silver played an important part. The United States 


N 


4 “ - ss i aa te, en 7 2 = > ° 
SITORPNManNngyT o> ¢ 1* A a } ‘ Va’ 7 ae - WInrePrNnaAaIANGEG 
i 2 Woe ilG ) << ait es OO 4 CY rUsLaoS be 
. i. 5 i Ad res Bey oF Oe & vices JUL ULLAL 1s 
E € ? a we F S J : © 
, — = > 7 _ A a 
es — ee ne yo Paes i So. Seas Khe cm. = oe A rat nf 
Ne) af chG A L SLA ko L i A ake ES Ae L ALU WL 
> “ ~, \ apt . i L? * : - - 2 
r | ) ta mry + < 4 - | > Of ~~ = an wa = nA? } 
| , e a her )¢ }Q t S ‘ = { ) ie) 7 , ¢ &) ( } = 
= 3 Sf _ da de 7 ube », = L. No ot SF 4 4 
~ Bs > » ® ~ ’ a “ m= ee : + 
olaien +4 a aAwI ar ~~ ay . +- an 7 4 } “74 RMmr —_ 
= m J A % Bs CA A A A v P * 3 * e A “4 c ap ‘ 
. / é 
By a a ee ee a L ee mYFArNMoONT.T A a Ayah a eD 
- i oF ~ i idil Liu cA + L JX AL VC LLIADS 
> + 17 : “ : —s a = ; = = a ' 
+ ye T ‘> yY) om ~ 1m MH mar 4 > ve rT 2 WOW atti? Tier sa RPoyY 
4 L > A AL : a’l VY Ji u A 1. a6 es ALL t £ AtLUaAL ‘ 
~O 
9 ; 
/ i 
ie: | ¢ ° ~ . e ~ @4 ~, e 
; mae a es AT May ae } aA = ~ IiAséH sAIIN i 
, i iF \ > | f t t } 4 ) } 
= 2 + @ z 4 ace ph | . . Jue N © a a 2 ee a. , i CALL 
v y iL — 
j 
, 
i 
i 
i 
i 
' 
i 
H i f } 
caine — sr ti RT ste ss Sc SS Si PSs SSS SSP SSCS SSS STSSSSS 
f 
° ? 3 cr» 5 3 = = a Se a. 3 7 8 - 
. As ana + Bet ae snr mor ¥ 4 2am va ° nT rr 
it > 6 Lc j LLG 2 o. wee didi tend A TNL, ¥ Lt Olu UL Ulid UGU PILL Y 
} e j 
Se Pe Loe. Sao 7 Oo Fagen . ne , At . ~ 2 1 
a °c C ie Wt ‘at Go , ir c ’ i CV 
Ne: L i ae Bm UAW uit Be ee a 3 y; a A t 2 4 AAAS he ok X Zs ' 
ae , .7 ol 
a 
fee j 
, | | ! 
HE) j 
+ ) 
i. pe -sal 
1 
% 
is 
7 
q 
——E————EE . ee dss RSs SSS SAAS SSSR SSeS 
1 
* ye 4 + x) . oO e 2 . rv} j 
| : nth 1 + cy MoapPd lo ~ YY m1} +a e ag TOT Z| { 
2 i z) RSS! 0 ae Se | i iS >) ox Tt i Ea > ‘ ake T /O 
ns 5 R N + ~ 49 ,) Zh / 
ger. 
om | 
WL q 
; . 4 7 ‘. : a + 
rit > ios ae | a7 |1%Tropr Nir patim 7 ey moa rom Nwmeo *) Fan miInoa 
{ 5 oy i 5) lave rest i ( Eg Ie a > 
abe Re 4 Ne 4. Jt =, — ‘ oH c - 2 i a 


7 


IO T? ¢ OnTra ant! ci or ha Oana» 
| vO a oe oe , — \ A y / iw 9 
| e 
| | ,* } an 4 hrt«r ~ 
| } , yf )\ _ 
e ~ - SJ 


J 
wee 


240 


61 
and the other two by Swiss and Germans. The silver agree- 
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"Mining under Difficulties: The Struggle in Mexico be- 
tween Improving Techniques and Social Disorder," in The Atlan- 


meee) an ED eS | meee: 


ment of December 29, 1937, continued the month-to-month pur- 
chase policy the American government had followed for three 
years and included a provision uncer which the New York Federal 
Reserve Bank was to relieve the Bank of Mexico of thirty-five 
million ounces of accumulated silver. e Such an announcement, 
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Charles A. Thomson, "Washington News Letter," in For- 
eign Policy Bulletin, XVII, 4. 


f 
(ele 
coupled with a decision to maintain a stable exchange rate be- iin 


tween the peso and the dollar, seemed evidence of American 
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friendship for the Mexican government. 
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Under the stimulus of the United States! policy, Mexican 
silver production increased from 2,351,087 kilos in 1935 to 
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2,633, UFO Bas os? tee The American silver purchase pro- 
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Banco Nacional de Comercio Exterior, El Comercio Exter- 


jor de México (1938-1939), p. 564. 
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tax on ine oes produced an estimated twenty-five million pesos iY . 
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See ibid. 


ee ee En eR REE LG nee ene mn — tetera 


ooo 


_ one 
J y = i AY Si ; exporter 
is i aa 
J 
wen, EMog | fLG nt if } 
evo | 
a ae ee ee ee Rar Marval Tht + Pray i 
( / sinh) ig <i J > SE CXPOL Wa hs DY Mal Cll, ars 3 Leg Sta se 5 pu = | 


A EO ce Een - eee 


a ee a ee 


mercer 


aie - ti; ane 5 ae a - Tithe orale 3 | 
reio Exterior, El. Comercio Exter=— 

or 7 : — — = — | 

Bs 2 © Te 


ra aa nf Nar | a eS ets Ps =. = anes : s3a74 2. 
chases of Mexican silver were averaging about five million 
SD ; 
ounces 
en ee ee De Lee Ot ney oe eae SEES Neen | teen A cea TT ns Sore ; 
LO 
<) 
A NH 
1, A GW oe NMMoa-+ Ta + 4 4 ee yy 
Charles A. Thomson, ‘Mexico Nationalizes Oil," in For- | 
ay or Rs1lilats) aN eee a 
eign Bulletin, XVII, 4 
eigen 


os 


ee omen ae ew eT ee 


a 


en 


troduced the Mexican 

Le 
eo mhars ; : : ° : iy: . 69 : 
decision to expropriate the oil industry in Mexico with its 


ant situation was in 


~ 


SO at arene merece ome ee RS en ret enone cet, 


NRA -l an + 7} ~ MnAnantan VY" 
freate S€ DELOW, UNapter Ale 
4 


the Secretary | 


Pat , 
OQ) sto 7 
C > | u 
| 
= ae | - fond \ 
Tors ho Od ae 
1. \ UC tL ] 
\ q 
4 x 


i 
ene 


1 
| 
fe) | 
tegich a 
[ -—— 
Sat 
bl - 
© ». 
i + La 
q 
; 
t on 
| } 
| R 
| ‘ 
| 


ae a : A ee ee Vs es ne Pa pee ain Seles Seg ee eee 
| ar { { Lilt UOGrtat os  ~Leult eu LAl@tse Wed, GOAL. § =e 

| al sis 

(& 

| nA hi atten ataltladA 
CA.LL‘ WU  » wo GELS 2S ® 


243 


y it 
4 


con-= 


. 
at, 
oro~ 
58 
S 
A 
sli 
u 
affected 


fH 
WO 
S 
4 
4 
Y) 


= “ ron Ps or 4D) Po ro) M4 
a © a = Hn Meh o & ® 
; = ic : @ @ 4 Sj 
G4 rap) WY) h © > ra WD 
'@) S 4 ay) e z g 
O 
ep) 


y 

if 

te 
nave 


e 


= a W ) r 
ao ap) 4 tf = Sie So oa To 
© gy + wn ° Oy —it & Oo F 
45 a) fa ©O +) & © ro 
2 S SS G4 tv) C4 Co Ct ry qd 
+. O ~ O +? M4 a O “rc 
i @} t ro @ G-} = 
© pe Po S 2. P @ ” 
a Q aad ” O D ro . ® 4 
oa 2S er-| ro orf q © “ ©) 40) 
G a fo 40 4 79) hed © 1) ed er re 
- C O Go rd ct 4 Oo 4 rf 
© ~ a} or @ oO © S > Q O 
ro) ee G @ 42 SS M4 OO 4 q 49) ef © 
SS ra O a) 7 a or wv) C4 2) oo Dat 
re) @ | ay} aff > fOwG | of 2) a “et 
bt Zs ay) Go g++ io) wn @ v - v e © 
< @ > 4 = @ a @ c r4 
; 2 ce) h4 O An} i rf a9) ea 7 oj -{ 69) 
») € Q Ww O a) “4 ») aD) = 
4 LD ) =| G4 *r PS Ti G ”n O 
¢ ©) a +9 “| @ @ € © w/) rd 4+ © Te 
q @ O b Q 4 = g rf - 
= G4 ¢- © + G4 9) © mn @ fort 
c G4 ” @ 4 p> C4 q OQ pp SI i + 
O ray TO O > rl cS ©) U2 a +> = & 
TO G Re ee r r4 4 =] G n 
ci HM 2 LN = B q O vn © o wd 
ay © © ro ay) “4 mc t+ a > G O 
= P = or) 4 C 42 q <9) gq 4 
an} ro oF te aS ¢ “4 te Ke q “4 @) 
or PS a} e “4 G4 Q rate) 4 S ¢! ry 
| : : : 6 S os C a rs S G4 or a 
SH ; + © G4 Cc “4 S “4 O 40) 
40 c wv) *r O 2 TE e u > 
fant ay a9) Cy eat 'G ? @ ro a) sR. CS 
| > oO é n 0) | c D av} e WN C @ 
+ a 14) a4 UY} Cc oO 4 +9 ~ ec <& 
“+ a Sor r ay) SS 0) + + 
rl co) ¥ @ ~ ~ i¢ Si o+4 ( @ 
| ay <t - . : .& ) tc) re a O c eS ee 
¢ “ 40) +? tH q +. @ ( 4° ro 
| F G4 = O N 2 : R ; S) @ 
4 OP) ¢ oo 2 “4 » LN a 4? 
| ct 7) ct O roi *~ i WY col 1) 
i= D fe) wT F as) m4 Q0 0 & 
6 q ro Ton! m) @ 40) @ rap ci @ i 
e | + 49 S “ al Pp bi © ~ @ @ 
A B +2 o) f4 ont cl Ps G S © = 
aes ~ = 2 Ta + O *; a a a) or S 
me 2, 1 © x eS te ° © 78) ees wu € = a 


Cc 
i 
ee ee ape OS - 
{ 
_ j c 
. Ay mee — 


ee Fi c 


‘ 4 
rae) 
arn 


- 

ae 

Chel 
14 
a eS 


_ 3 |) 2 > } 4 
} Orit c= = 9 oS TT eva 
oat ORES UL rae WLaALO SDS 


EO A ED SE SN RNIN OO FS em 


> 2 a - : ms 
ile ta om mora. “at _ 
pi ge x ie s524) ro Fen Ait is! ake 
4 : es ; " aS 4 
oats aio = - x.7 - atniaAe 
sav WiltbUlle Wo Udi ad eo WJILE CLS 
4 


TS A A RM CE ET NR ES NE NO A A RE EO A A A RT SE LEER nN ERNE 5 SC eR 


a ee 


ce 
ok 


Le 


= 4 


Ca Uk bet 


ed Max ~~ thoaioa 5 a) A909 Ft 2 
\ aad — wad LA a ‘\ Gow WH / —— } 
a 39 
~9 
. 
Q) 
i A 4 es Se ar Meee aa Ae : 
j a Ey Ae ma noe ae q =e 
Py EY Lif ALi U LIIe LlALTIE © race ‘8. 
/ / 


. ° 
Noe 
4AWCAN 


. 
4 
a | 
J 
e 
4 


: * 
Cr) Nmavr 
J AMe I 
han SoveerenniienetGcanenvemranaentt 
= NCCT te £ 
L Wy JU 


tiitg 


swvarel + 
BAYA CiLv 


sn + =a 


ah 
if FI 
ima 


wen eee ea me AR eo SN RA AED nS eR 


i * i 2 NT > A . 
aPTE. —aria eCPONOM): VNaciong! Aniario 
Lt 1a La ee j JL I! 2 2 WAU LULA 9 Miiiiadli tu 


ae a) "oa f- < > ez Were cm a. @' e - } my 4 * Y\ CNT Y? a 
ce re : an CA 2 Sd L So kL L Cor i iL } & i i nee ee i ot Pi 
Qn 
pag ra Cj.7 
: * \ m ff ° ~ od ~~ 34 ¢ + \ i 
| ary £? - } ) ; “ e | -A } 7 & | ; | Ad } 
wo U Ly saw FE ®, i me eS a Bho zs 


. ~—" , ° . os 
Y) ” a + Onarv ” oY ly PANVMm 7 7 aon 
Lt L a! 4 LLCA J os = iJ Kw ie 3 +i) Y Z > A ‘ J 
7 \f\ 7S . ~ ‘ 1 ‘@ SIX - ~ - + army . - * 
~ r - ry AAnRnetsanaasn 


ae 
© 
\ 

\ 
“we 
~~ 

\ 
we 
< 
+ 


eh 


( Le | 
A henry 
Ac ss sopattt 
ines , C DF tinne 1 +7 255] 7 aran YU a 1 ‘ 
2 2 has) a | t c \ i N \ i 
BS AE . Ss ck i cae Ae Se Se % he it 
a arene 
44% @ a Ce 
omen neve nes ranatn ness enesP SASS nS SAD Ee 
n } * E ' ° 2 » . 17 
( < : AC fn + + PAA +37 nat 3 a a ‘ 
J mi L pee) a A vu PJs Se wD L & 1 Lad fl ae El © AW U = 
© 
_ ° < = a / = as a 
Tr - ~~ , ~y 1 ~ rr 5 ~ i > — - meeiw | ~ = 
dn 2 i > 1. L. ag A é “ 4 = \ ab ot LL + ae aS) 
1 ny om aT TT 4 r Wat wa Hla ae ; co 4A “OTOP, wt 
& %. ple, Sa) =, u j gii' | & LL co FA WA a ; 7 UV % 4 wu 
e/ = 
e404 oy ° ' 8 as \ ag 5 ~ 4 ; 
Ss +a - SAN c an } , ‘oi a) TID C "17 roll ante an 2) Yt y« , 
L = . y cA er er  / L . - A ws y + < Y J CA Lt CAL Ded 
| = a ay a a preys d.. 2 + +. r cj! a ee a a ae eS ones - 
\ 7 7 4 Oy Qv} aaa 1 } HID GS .OR by QT T > CO { VJ Ny 
| J L. bt = = } J, ¥ CA KA \/ oa > | /LA ) wt. CA = A At A 
| L. e AL e/ 
| ‘o) 
. ° F ee a 7 ; 4 ean 
> s+ et ae tatanna r vy 4 2A sane 11 AWAY : a 


Wwe 


Vad a= 


ne ee ee ek ee eee 
ry 
Ff Om rr a2 a) oil ee ee tee a *9 . - * Pa 
r , ? ! are v 
Ye ee utOd saa SAL CS aD EOS j 
9 calla Ano alo 
| * <7 
Ve One a ah , re 
esas 
ee ees TR a CT Dc OO a Ee. eB EAR SE BL ee eee ee 


Se en a RR A SR SE 


at Ce Oni “7 4- { 
ge |S = \ Los) Sie & \ & ‘ 


4 
eee als | } 


Fr 


eer or Shanes 
ManurLactur= 


et SE ne NCTE CEE 


Ae) 


Le xf 
© 


“eo 


cas Latin canos 


~e 


—o eer tte hee oe 


met 


ta 


a 


a) 


i 
a 
ha 


ap © © hee 


SOMA Y 


_ ee 4 \ , 
2c 8 a ~ ~Jf 1 
rx ° ~ see ‘ 
ICA 5 \ I a PR Se ce 3 Lae 
— ay } a ai = 
= = * ? i 4 f = ad - i —_ 
~g i 4 - a . 
\ = j 
m \ # 4 
_ ~ > a @ 
- — > ee ee srecatater one eau echt sae renesessnsaneneniaestnssensranisnenssenest ee ee 
A : * e 5 - « 7 . 
D> ’ - ? erPanr ‘ on, ant CQ7Preewt 
i. - A _ \ when Vv 
€ © 
~ ‘ 5 ry t - =) a |F- ry rm 
a i: ° + , rY 13M¢ ~ +) ~~ ( ( 


“ss 
i 

a 

~~ 

i 


4 
i 
4 
5 


, al 2 wy on ” * ey “ > ~ rn ~ 2 a). ~~ _ 1 ! Po Fae " 
A a ar ’ ; lic eTeCc r an ‘. { QMO v4 
= e Ms ~ 4 ss rast J J i L u i Gy oe Dae Lu 
a 7 “ : . * + r) ° \ oo ’ ~ - fone * ~ ~ 
TAY . } 4. - i) $ L 4. ) 
L ‘ ye ¥ re J JCA WL LL 4 &S \ J | WA er = Ws pal a ee oS “ts )°® 
- = = Sen —E — 7 ecnroesncerenneeeee -_ a SSSR 


“el 
i ‘e ‘ 7 
7] « - 5 > } « 
< rn ~ } ~ 
{ 4 i | 
VW “ L. L. CA " J i 4§ CL | 
\ / - 3 ° . 5 : et ! 
a ‘a. res Srrea { } 
s a 8 7 A aed CH AliL 4 ~~ A CA 4 zi 
++ } ’ ~ in or lathe 7 sr DAN? ’ me AD ANAmanny Hgtedennestar=n 
a A 2 i. © ~~ L . 


} 
. - \ : ". =) . 3 1 
ie ma = he i i haw ft 2s ee Te Mh ND cs nf ) } ron oe 
a = o A ia § ~ A TS CA ae Ls ‘ A ¥ . 4 ) fa AS ; 
* “ S42 + . a heed i oe IA NAnnaAnY Ax , as ImAA a / 
x x » a hi Li L 4. Ay ok O84 wate) ail 
7 ! =» i 4.7 1. g A) 45 a ae 1 - 1 . a 


. 1 
~ a> + SMD ~ ~ TOC ~ oe yy aR ao at yes 
i ¢ 7 \ L 


=e ~ ee ~ WJ 4 J A, J a » 4 i =) \ 
fr . < 7 7 ae ~~ cs 
r ~ ~Y lan) ‘ Y 4 es at AWMRAMN< 2 @ c y oa TTD 
U . a \ we a X& 5 4 pe 
} ° : 
Oe anne a eR RE ORR ED ee SN Sr, ac RN RN A RT A NN RAE A nn ne 


! s Wert tnt aol a ‘ 29 om t + | - own 
= 3 w ees \ ab , a) 7 pe 4 i Lu 
"| ry) ' 
} , UT 
7 ; x } = fh el J. Ah dae a 4 iy EC 1 — : 
} ; y | j } } 7 db © i ITE fend 
ae y hk ) ALLL W ) 4. = L. =f 3 SF @ Bae | 4 ~ 


as 1937 the Mexican oil industry paid about one seventh of 


£O 
the total tax burden z and tax income derived from the oil in- 


05 | 
Thomson,~ “Mexico Nationalizes O11," in Foreign Foiicy 
Bulletin, XVII, 4. 


(eee eer ene 


dustry continued to rise as a separate item. The whole amount 

of imposts collected in 1938 from the oil industry was 41,160,000 
pesos while in 1940 it was eighty-seven million pesos and in 

1945 was ninety-nine million without counting 34,300,000 pesos 


106 


set aside to pay for the expropriation. 


106 
Conferencia de Mesa Redonda, El Problema Nacional de 


la Industria Petrolera, Ciudad Madero, Octubre de 1945, p. 31. 


By 1945 Mexico's outstanding national debt in dollar 
bonds was 245,211,901 dollars (U.S.), or $271,595,538 inelud- 


107 
ing state, municipal, and other obligations. Loans were 


16 
“ponetes Bondholders Protective Council, Inec., Annual 
Report 1945, pp. 114-115. 


made to Mexico in 1944 and 1945 by the Export-Import Bank 
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which totaled 96,847,619 dollars (U.S.), while the total 
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en Territorio Mexicano, 19. 


President Wilson in the United States was also warning 
the American people that some persons were trying to create 
intolerable friction on the Mexican-American border in order 
to provoke intervention against the de facto government of 
Mexico in favor of certain American owners of Mexican property. 
Wilson further declared that Americans should realize that 


110 
sinister forces were at work. According to Amos Pinchot 


0 
Amos Pinchot, "We Can Have Peace If We Want It; An Open 
Letter About Mexico," in The New York Times, June 30, 1916, 
reprint, n.p. 


the American owners of three or four billions of investments 
in Mexico felt that the money must be protected by interven- 
tion or annexation while Carranza and his supporters felt that 
freedom could not exist in Mexico as long as natural resources 


del. 
were in the hands of a few powerful individuals. 
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Conferences at Judrez between General Alvaro Obregon and 
United States General Scott were held in May, 1916, to try 
to ease the situation, and Obregdén wired Carranza on May 10, 


1916, that he was convinced that the American government, 


a! 
oe. | 
ap Is 
Lica 
v2 en > 
PY ~ \ 
: att) 


~ c 
’ 
Qn 


~4 = J 


1 
Font 


j 
. 


~~ 


+ 
y a 


r> ae the ia 
~ ma 
> 
¢ 


t 


aoe 


“> 
2) Oo 

y oh 
“rr 


a Jf 
a ae ie 


> 


; } t : . { 
a : } i . } ; i ) 
a oe | ' r-t Cc + < if 4 
” j 
) ! { re ' °; { 4 G4 ~~ 
f ! £ ) ( oO 
\ { ( i i | 6 J 
¢ | 4 r ( : <9) at 
: { / =) a ; 
é ; { 4 ©) J 
F { CG f . 
a i 4 } ; 
i j 4 
| - | 
( i “| § t 
: ; i 
' { | ) 
; _ 4 € } ‘ ( 
eX ' i C E 4 i a 
/ ‘ i as a ‘ 
4 { | ( bd € } tH 3 
2 ~ ’ ' { 
' \ " 4 “i H 
f ' H ; 
+ @ ; *; 4 - ' = 
| { ‘ P \ q ' | C bany Po 
, ; Z ; 
r ) | ba - ¢ or=| > 
( : 4 - “r @ © 4 
f * QU es o~ ot 
} 4 ) ° i ° 
; ; i ; 
{ } ( ( ( e ¢ 
f ns _ 1 
4 4 « } P ) 
§ ) 42 C C 
¢ . t . .) ) : 
.< : } H 
t / 5 
rs r ( ( ( } rf 
¢ f | \ ; : 
c ' { ) 
( t ( { 
¢ a a a } { 4 
4 = a a . ‘ 
i 2 Pa / 
4} { ote : : 
\ ‘. be y 
! ! ry ft rm 
i | : ( , ‘ 
{ « { ‘ 4 
e I 4 r \ . J 
- * ag + 4 i +4 ¢ 
| : F 
| + { *t Q J q [LA 
i { ( ; c i . 
\ “T = 74 
+ = ‘ 
e + ( x ( | F 
) ' 4 C ° ' } i c 
i \ e 4 
4 1 - 
‘ i : 
4 ; o + { { r +44 
. { } ) . { ' 5 
' r 
\ { 2 bad . 
¢ P ¢ 1 <7 4 
e | ; c 
, : 4 = { ; 4 3 ) m i ie 
¢ i j : 
2 | ° ( ak e 
j r ¢ f ¢ 
f | A \ " ‘ 
/ “| . fi ‘| 
¢ r i i P ’ 
t ( r 
;. ] > © 
4 . t c * E 
' aw 
‘ , < 
. e 7 
@ ra ee 
' ( ; +> 4 


oo 


CA 


294 


oe 


can Association of Mexico, 18, 


What of the oil companies during the period of political 
anarchy? Weetman Pearson's El Aguila was valued in 1913 at 
five million pounds by Pearson himself; it represented 60% of 
Mexican oil production. + From 1914 to 1918 El Aguila's divi- 


118 / 
Enrique Gonzalez Aparicio, Nuestro Petrdleo, 48. 


dends equaled 77% of its invested capital and reserves set 


a7 
aside were 100% of capital, an earning of 177% for the period. 7 


11 
yE2quez Schiaffino, Santaella, y Klorduy, Informes sobre Ta 


la Cuestién Petrolera, 20. 


eR = RY re LTE 


~ £20 
The dividend for 1918 paid by El Aguila was 25%, the year 


LAO —y Z 2 
Diaz Dufoo, La Cuestion del Petroleo, 322. 


during which Mexico was the world's second largest producer 


new . 
co Those were the years of World War I and it is 


kt 


O 


Lat , 
"Mexican Petroleum," in Commercial Pan America, A Month- 


ly Review of Commerce and Finance, XV, 2. 
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oil companies was consequently involved, since both the de 
facto Constitutionalist government and the rebel Palaez govern- 
ment demanded taxes from them. As the Palaez forces were in 
immediate control of the oil region, both Huasteca and El Agui- 
la paid large sums to Palaez to avoid forceable stoppage of 

oil pumping with the irreparable damage which resulted from 


130 
such stoppage. The consequence of that action was charges 
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6 
Tbid., 176. See also Investigation of Mexican Affairs, 
I, testimony of Edward L. Doheny. 
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y the Carranza government against the oil companies of fi- 
nancing rebillion against the legal government of Mexico. 


Both El Aguila and Huasteca were accused by Luis Cabrera, Car- 


ranza's secretario de hacienda, of furnishing Palaez with money lie 
3 13 1 AT ° * va ° 4 ie 
and arms. Not every oil man in Mexico was opposed to such 
Ll 


. oO * A “ + 7. 
Diaz Dufoo, La Cuestion del Petroleo, 178. 


AN TNE TE ER a A ENE TR RL NE LR A A NR RN ET AY RN ER TN A TED 5 


methods of acquiring favorable governmental attitudes. As one 


132 


oil man testified: 


| The oil companies after receiving no relief from Carran- 
| Za... should have told the State Department just what 

| they had already told Carranza, and if they failed to 
receive relief here, they should have financed a revo- 
lution to take over and permanently administer the oil 
fields, which they could have done for an expenditure 

of $200,00 a month, whereas they are today paying Car- 

| ranza over $1,000,000 a month, 
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And Senator Lacd of South Dakota declared in cognizance of the 
pressure for action against Mexico that the demands of private 
oil and land interests for intervention in Mexico were not su- 


142 
perior to the welfare of the whole American nation. 


se eee 


142 
Our Duty to Mexico. Speech of Senator Ladd, 5. 


Carranza himself stated that citizens of the United States 
interested in the oil properties of Mexico had initiated a 


s s s 2 f 
propaganda campaign in the press of America to impress upon a, 


a 


public opinion the necessity of intervention in Mexico to pre- 


* 


143 
vent Mexican law from hindering their interests. Carranza 


me ee one ones errant meee 


+ Tatewmes de V. Carranza 4 la Camara de Diputados 1919, p. sil 
20. Carranza might have been moved to this opinion by state- a 
ments such as that of Ira J. Williams, president of Panuco- 
Boston Oil Company that there appeared to be authentic records 
of the murders of perhaps five hundred United States citizens 


in Mexico from 1910-1919 without the record of the murder of 


a single German. See Investigation of Mexican Affairs, I, 598. 


& 


felt reasonably secure, beyond doubt, in light of President 
Wilson's policy of distinguishing carefully between armed in- 


tervention and diplomatic intervention. Since Wilson had de- 


clared that he would not support armed intervention in another 
state for the purpose of satisfying private interests, but 
asked only that United States citizens receive equal and just 


treatment in Mexican law and before Mexican tribunals, Carran- 


za expected that the United States would respect Mexican 


sovereignty. To have violated Mexico's sovereignty on the 


aa) 


ground of lack of guarantees for United States nationals or 


inconvenience of certain legislation for their interests, Mexi- 


co felt, meant an unpardonable violation of principles of law 


on 
and international morality. Carranza had declared that the 
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Informes de V. Carranza a la Camara de Diputados 1919, p. 


Mexican government had adopted as basic principles of its in- 


ternational policy that all states of the globe had the same 
rights and obligations as well as that no individuals of any 
state could invoke privileged situations within Mexico or any 


45 


other state in the title of a foreign country. In conse- 


quence any violation of Mexican sovereignty, after the declar- 


ations of Wilson and Carranza, could only demonstrate that 


146 


the greatest misfortune of a people was to be weak. 
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Ibid., dl. 


Agitation within the United States against Mexico con- 


tinued, however, and in September, 1919, the United States 


Senate began its investigation of Mexican affairs, the in- 
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CHAPTER IX 
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MEXICAN OIL INDUSTRY AND GOVERNMENTAL POLICY, 
LI L919 57 


The years 1917-1922 were the "golden age" of Mexico's oil 
industry, for during them production was at its peak, as were 
profits and activity in the oil business. The potential pro- 
duction of Mexico in 1917 was 581,350,100 barrels; actual pro- 


duction of the whole world in 1917 was 500,651,086 barrels. 
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la Cuestion Petrolera, 21. 
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Mexican oil was from approximately 174 wells, that 
number being vroductive out of the 279 wells drilled before ra 


2 
& be, ne The greatest investment of capital in the Mexican oil 
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Gustavo Ortega, La Industria Petrolera Mexicana: Sus | 
Antecedentes y Su Estado Actual, mimeograph, 8. | 
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industry took place after 1917, some 78% of the total amount 


invested by 1926-1928 having been put into the industry after 


1917.° 
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William E. Walling, The Mexican Question: Mexico and 
American-Mexican Relations “under Calles and Obregén, 27. 
Hereafter cited as Walling, “The Mexican Question. 


Such investments were lucrative, for Doheny's Mexican 
Petroleum Company produced 17,587,138 barrels and realized 


, Le 
$17,457,292 (U.S.) in 1917 and doubled its dividends in 1918. 
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Investigation of Mexican Affairs, I, 246-248, 
The investment of the Mexican Petroleum Company was at most 
nineteen million dollars (U.S.) and perhaps as little as twelve 
millions, but its average annual profit, 1919-1921, was ten 


Fi, t 
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Howland (ed.), Survey of American Foreign Relations, 161. 


El Aguila in 1919 had eighty producing wells and owned 
oil lands covering 38,898 acres with contract rights over aah 
1,124,562 acres more. It owned two refineries with a capacity 
of 96,680 and 29,994 barrels daily, respectively, and its li- 
quid earnings amounted to 29,508,125 pesos. El Aguila paid t 
three dividends on common and preferred stock in 1919, the 


6 
last dividend heing 35%. 
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Camara de Senadores, El Petrdleo, 241 ff. 4 
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Standard Oil by 1919 had acquired ten subsidiaries in 


Mexico, all north of Vera Cruz. Its seventy-seven wells sup- 


plied oil for two refineries with a capacity of 29 425 barrels 


sdeether. 4 The total number of registered oil comvanies in 
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cen 243-2414, 
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Mexico in 1920 was around five hundred and the number of pro- 
ducing wells 343. The companies had leased 2,012,604 hectares 
(6,031,510 acres) and owned 677,553 hectares (1,693,882 acres), 
for a total of 2,690,157 hectares (4,725,392 acres), an area 
which covered only one thirtieth of the probable oil lands. 
BY op yee OE, 
Diaz Dufoo, La Cuestién del Petroleo, 96. 
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The oil industry seemingly was set for large-scale expansion 
and production in Mexico, but it was precisely at that stage 
that expansion of the oil industry began to slow to a halt in 
Mexico. 

The Constitution of Querétaro was written in the spring 
of 19173; the petroleum taxes of 1918 were dceneeay’ and drill- 
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9 
see above, Chapter III. 


ing permits were denied companies refusing to pay the 1918 
imposts. The limitation of the right to drill new wells did 
not harm the industry, according to the Mexican government, 
since wells in production were not being pumped to their capa- 


city and new wells were not needed to meet production sched- 


10 
ules. By 1919 the organic law for Article 27 was under con- 
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Vazquez ochiaffino, Santaella, y Hlorduy, Informes. sobre 
la Cuestién Petrolera, 7. 
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sideration and, to secure drilling permits, the companies had 
to promise to abide by the law when passed. The action of the 
British oil interests in accepting the Mexican government's de- 
mand in regard to drilling permits produced a charge from Sena- 
tor Albert Fall that they betrayed the American Association of 


tt 
Oil Companies by their acceptance. Oil Companies brought 
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Walling, The Mexican Question, 101. 


eighty suits of amparo before the Mexican courts against the 


1918 decrees by 1939," The American Department of State in sl 


Cae, 
Vazquez Schiaffino, Santaella, y Elorduy, Informes sobre 
la Cuestion Petrolera, 4. 
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1919 protested the Mexican government's denial of drilling 


13 
permits to American companies. Carranza's defense of the 
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“Standard Oil of New Jersey, Present Status, 11. 
Mexican policy was that lack of means of transportation limited 


production of oil to only 10% of the potential daily production 


of 1,800,000 barrels; since so much potential production from 


310 wells was unused, Carranza declared new drillings were not 


14 


necessary. 
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The intense struggle between 1919-1923 over Mexican law 


. 15. 
and the oil industry helped unquestionably to stop the ex- 
See above, Chapter IV. 


pansion of the industry in Mexico, although production actual- 
ly increased temporarily. There were eighty-six producing 


companies in Mexico in 1920 and seventeen exported over one 


a 


million barrels each. Producing wells in 1921 numbered 206 
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Archer (ed. ), Mexican Petroleum, 229. 
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José S. Noriega, Influencia de los Hidrocarburos en la 
>, ant tueneia niorocary' +a 
Industrializacidn de México Monografias Industriales del Banco 
eee tse SEE EE Eo ae pee bance 
de México, S.A., 234. Hereafter cited as Noriega, Influencia 


de los Hidrocarburos en la Industrializacion de México. 
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(less than in 1919) but barrels pumped reached 193,397,587, 
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Manterola, La Industria del Petréleo en México, 97. 
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the highest output in Mexico's history to that date. Taxes 
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paid by the oil industry in 1921 amounted to 88,213,494.48 pe- 
19 


sos and were virtually the same in 1922. Of her production 
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C4mara de Senadores, El Petrdleo, 288. 
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Mexico exported 81% in 1918 but this percentage rose to 99% 


20 : 
in 1922, Production rose seven times from 1914 to 1922 but 
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José Lépez Portillo, 2a. Exposicidn Objectiva del Plan 


Sexenal. El Aspecto Técnico del Conflicto Petrdéleo en México, 
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27, Hereafter cited as Lépez Portillo, Exposici6én Objectiva 
del Plan Sexenal. 
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oil exported in 1922 was ten times that of 1914. 
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After 1921 Mexican production declined steadily each year 
until 1933. In Texas, on the other hand, which began produ-~ 
cing oil about the same time as Mexico, production followed an 
opposite course in the period. In 1921 Mexico's production 
from 206 wells was twice that of Texas from 13,300 wells, but 
while 893 wells were drilled in Mexico in 192). some 25,000 


Ze 
were being drilled in Texas. Subsequently new drillings in 
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Manterola, La Industria del Petrdleo en México, 97. 
idrocarburos en la Indus- 
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Mexico fell farther and farther behind explorations in Texas 
and other oil producing regions. The anticipated growth of 
production did not follow in Mexico, in part perhaps because 
the American government did not follow without hesitation the 
policy urged on it in 1920 by one writer who declared that the 
national interest, regardless of incidental advantage accruing 
to vrivate individuals, demanded that American oil companies 


be encouraged by all the power of their government to acquire 


a3 
sources of oil wherever they might be, None the less, a 
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svictor Ross, The Evolution of the Oil Industry, 169-170. 
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Spanish commentator declared in 1921 that no country in the 
world had been the scene of so violent a struggle for oil con- 


Ou. 
cessions as Mexico. The political situation of Mexico was 
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Paul Boraces, El Petroleo Mexicano...eEs "Cosa Robada a" 
LR 
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closely tied to the solution of the agrarian, mining, and oil 


questions, and since those were tightly linked to the scienti- 


fie determination of expropriation for public utility, J in 
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Luis Rojas de la Torre, La Bxpropiacion por Causa de 
PEEL ac Publica: Estudio Juridico, — Rojas de la Torre was 
sid 
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fent of the constituent congress of 1917 at Querétaro. 
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turn an avenue by which diplomatic interference from foreign 
governments arrived, the size of the dilemma facing Mexico 
was ominous. 

Factors precipitating the decline in Mexican production 
after 1921 were of course numerous. Low prices; exhaustion 
of oil fields at Fala de Oro, Cacalilao, and PAnuco; uncer- 
tainty and restrictiveness of Mexican laws; and high taxes were 


26 
causes according to one group of producers. The drop in 


Le ne ere RE RE A RR A ERS SR ER A OE a 


A RD A A A RE A 


Association of Producers of Petroleum in Mexico, Current 
Conditions in Mexico, mimeograph, 37. 
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Mexican output was also caused by the enormous production of 
wells in existence which discouraged further exploration; 
world overproduction of oil after the discovery of fields in 
Texas, California, and Oklahoma and increased production in 
Russia and Venezuela; and rising political activity of the 
workers in Mexican oil whose unionization the companies re- 


ae 


sisted by lessening the working force and limiting expansion. 
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Secretaria de Educacion Publica, Sobre el Petrdédleo = 
Mexico: Conferencias, 36. See also Manterola, _ La Industr 
del Petroleo in México, 107-109. 
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Certainly the rise of Venezuela as an oil producer correspond- 


ed with Mexico's decline and undoubtedly the search for oil 


did turn from Mexico's unfavorable political climate to Vene- 
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muela. Still another factor in the decline in Mexican pro- 
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2a youd oi EK. Pogue, Oil and the Americas: An Address by 
Joseph BE. Pogue, Vice-President, the Chase National Bank of 
the City of New York, before the Inter-| American Institute of 
the University of “North | Carolina at at Chapel “Hill on “Thursday, 
amne * 22, 1944, pe 13. Hereafter cited as Pogue, oir and the 
Americas. 
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duction was the delay in the issuance of concessions legally 
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requested. Further contributing to the decreasing producti- 
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ss Objeciones de, la Industria ‘Petrélera al Informe y Dic- | 
tamen de la Comision Pericial, 
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vity of the oil industry in Mexico was the falling of the oil 


fields under the control of a few large companies interested 


< } 
O ' 
wil . 
. r 


in stable production internationally. All these conditions 
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George W. Stocking, "The Mexican O11 Problem," in Inter- | 
national Conciliation, No. 345, p. 496. 
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so doing also added his loss as a factor in declining produc- 
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sites 
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The Mexican government itself entered the business of oil 
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production in 1922, setting up a bureau to explore the 86% of 
the oil lands held as public land. The company came to pro- 
duce about one percent of Mexican output, but, according to 
Standard Oil of New Jersey, it gained this production primari- 
ly by drilling in the federal zones of creek beds, lagoons, 
and ponds within the boundaries of privately-discovered oil 


fields. °~ 
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3 Standard Oil of New Jersey, Confiscation or Expropria- 
tion? Mexico's Seizure of the Foreign-Owned Oil Industry, 52. | 


% 
See also Standard Oil of New Jersey, Present Status, 45. i 
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The American investment in Mexican oil by 1922 amounted 
to $303,000,000 (U.S.) according to the Federal Trade Commis- a 
sion; of the total $41,000,000 (U.S.) were in ships and the 


rest in. real property in Mexico, including lands.-> Royal aed 
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Lewis, America's Stake in International Investments, 589. 
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Dutch Shell in 1923 abandoned a new refinery constructed at 
afourcmillion,déLlarveost na be 1924 the companies were in-= 

vesting their earnings outside Mexico and reducing the book a 
value of their property endref?¢ Employment in eneceat indus- 
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aU Ipidy 
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try dropped from fifty thousand to sixteen thousand after 1921. 
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Sat angaxa Oil of New Jersey, Confiscation or Expropri- 
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ation? Mexico's Seizure of the Foreign-Owned Oil Industry, 83. 
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The petroleum industry was capitalized in 1922, according to 
Secretario de Relaciones Exteriores Pani, at $1,050, 532,434 
pesos or $510,000,000 (U.S.), with the subsoil included in the 
estimate. Of the amount, 91.5% was Anglo-American and only \ 


3 36 
1.1% Mexican.” The distribution of investment in Mexican oil 
, tt 


seeree | 
Charles W. Hackett, "The Mexican Revolution and the ti 
United States, 1910- ~1926," in World Peace Foundation Pamph- i 
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lets, IX, 363. See also Standard Oil of New Jersey, Present 
Status, Mh 
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in 1923, according to Pani, was 57.7% American, 33.8% British, hae 


2 
6.7% Dutch, Mexican 1.1%, and other 0.7%. ; 


3f Gwamiee W. wget: "United States-Mexican Relations 


since 1920," in S. D. Meyers (ed. ), Mexico and the United 
states, Proceedings eof,the Farth Annual Conference Institute 


of Public Affairs Auspices Carnegie Endowment for Internation- 


al Peace, 1938, p. 175. 
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The Mexican government of Obregén, being unrecognized and 
faced with the complex financial, domestic, and international 
situation previously described, retreated before United States | 


pressure in defense of American investments in Mexico and a- 


8 | 
greed to the Bucareli euitaseumea” Already Secretary Pani 


z 

Soiree above, Chapter VI. 
had told the American government that the Mexican Supreme 
Court had clearly defined the non-retroactive character of 
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Article 27 in so far as it affected petroleum rights,~° but 
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Charles W. Hackett, "The Mexican Revolution and the 
eS States, 1910-1926," in World Peace Foundation Pamphlets, 
IX, 363. 
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Secretary of State Hughes declared in July, 1922, that the de- 
cisions did not protect adequately American citizens! rights 
in petroleum lands nor did the actions of Obregon's government 
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promise such protection. At Bucareli the Mexican government 
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Foreign Relations 1922, II, 674-680. 
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made a humiliating retreat from the defense of the constitu- 
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tion and of Article 27, E but Obregon did secure recognition 
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Sindicato de Trabajadores Petroleros, La Cuestion Petro- 
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for his government and even a loan of five million dollars 
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from Edward F. Doheny. Even some new capital, about 


RA AE A Ee A RE LE Fe I OR I RS 


ane The United States Qil Policy, 382. After the meet- 
ing and agreement between the oil representatives and Obregén 
in 1921, it was reported that the oil men had promised to work 
for the recognition of Obregén's government. See Foreign Re- 
lations 1921, II, 458. 
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$9,500,000 (U.S.), was invested by Doheny's Mexican Petroleum 
Ly 
Company. 


Howland (ed.), Survey of American Foreign Relations, 161. 
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Following Bucareli (which had produced no formal agree- 
ment in regard to oil lands), further conferences were held 
in 1924 between oil company representatives and the Mexican nt 
government at which the principal issue discussed was taxation 
of the oil lands. The method of taxing the lands and the value t 
to be assessed against them touched the issue of pre-1917 
rights to the subsoil which both oil men and government wished 


Uhp 
to avoid reviving. The oil men asked a reduction in taxes, 
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Minutes of the Committee of 1924, p. 66. 
but Foreign Minister Pani declared government figures indicated 
that taxation was low, not high, in light of the great profits 
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of the oil companies. The oil companies! view was that the 
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financial condition of the companies bore no relevancy to the 
question of taxes and that without agreement on that matter 
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the conference would have accomplished little. When the 
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Committee adjourned in October, 1924, the Mexican government 
and the oil companies were agreed that preferential rights to 
explore the subsoil should be granted to surface holders and 
lessees, this clause being modified by a statement that it 
continued the policy of former decrees and executive orders; 
that any owner or lessee whose contract or title was good and 
not contested would receive the "faculty" (instead of conces- 
privilege, or right) of exploring the subsoil and ex- 
ploiting it if regular works were set up; that the government 
recognized the advisability of establishing lower taxes for a 
set period in territory where oil was newly discovered; that 
the government would study means whereby subsoil explorations 
would not be interferred with by surface expropriations; and 


that the federal government agreed to make the organic law for 


Article 27 harmonize with the work of the Committee. 
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cer ie 119-122. The work of the committee was reported 
on by the members to the American ambassador. 
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The close connection between the oil company negotiations 
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and the American government had provoked a resolution from the 
United States Senate asking the Secretary of State if his de- 


partment had been utilizing diplomatic correspondence to se- 


cure oil concessions for American citizens in foreign countries. 


ir 
Secretary of State Hughes' reply, April 22, 1924, was no. | 
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48 | 
Oil Concessions in Foreign Countries. Message from the | 
President of the United States Transmitting in Response to 
Senate Resolution No. 149 of February 13, 1924, a Report of 
the Secretary of State Relative to the Diplomatic Correspon- 
dence in Connection with Securing Oil Concessions for American 
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tain Foreign Countries Regarding Oil Concessions in those | 
Countries (68 Congress, 1 session, Senate Document no. 210). 
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The Mexican oil industry was still flourishing, if not 


iy 
one of the most lucrative known, ? in 1924. According to the : 
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Ortega, Los Recursos Petroliferos Mexicanos y Su Actual 
Explotacion, 15. See also Secretaria de Industria, Comercio, 
y Trabajo, La Industria, el Comercio, y el Trabajo, I, 46. 


Mexican government the invested capital of the industry amount- 

ed to 796,400,000 pesos ($398,200,000 U.S.) with the lands on 

which the industry operated being valued at an additional 

354,000,000 pesos ($177,000,000 U.S.). The investment of | 
American capital in Mexican oil was estimated on December 31, 

1924, at 448,157,836 pesos (57.46% of total invested), British 

| capital at 204,048,322 pesos (26.16% of total), Dutch capital 


| at 88,639,949 pesos (11.37%), and Mexican capital at 23,519,964 


i 


pesos (3.02%). a From that investment the companies had real- 
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Informes por Obregon, 83. & 
sos Petroliferos Mexicanos y Su Ac 


ee ee ee ee ed 


ized 1,758,403,464 pesos ($878,201,732 U.S.) from the sale of 
1,118,247,117 barrels of oil during the years of the industry's 


work in Mexico.” 
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Informes por Obregon, 83. 
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The industry in 1924 had six complete refineries in Mexi- 

co with a capacity of 30,570 cubic meters (810,105 barrels) 4 
! 

daily; there were eight primary refineries in 1924 with a dai- a) | 


ly capacity of 42,614 cubie meters (1,129,271 BaPESISIT"= 
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Manterola, La Industria del Petréleo en México, 62. We 
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Total production of crude oil amounted to 139,678,294 barrels. 
The production and exportation of the major oil companies in 
| 1924 were as Follows?’> 


Production (bbls.) Exportations (bbls. ) 


| El Aguila Ds tes 932 12 eae 
oe 8, sou? ous 28 ae 207 
| El Imperio ie 781, 195 2 "948. 450 
Mexican Gulf 10,786,865 9 1915, 650 
New England Fuel 2 UT, 889 rae 018, 260 | 
| Mexican Sinclair 5. 194, 037 Lez "4.99, 897 q 
| Transcontinental 20, OG. 320 30, 52) pal 
Tuxpam Petroleum 13 "190, BLS none 


Jovneges Los Recursos Petroliferos Mexicanos y Su Actual 
Explotacién, 30, 36. Of the total exported 94,726,507 barrels 
went to the United States. See ibid., 37. 
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The passage by Mexico in 1925 of the organic law for Arti- 


cle 57+ precipitated anew the struggle between oil companies 
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See above, Chapter IV. 


and government with the oil companies refraining from new 
drilling pending settlement of the Soi iiecucaene Production 


55; : H 


Bach y De la Pefla, México y Su Petrdleo, 16. 
dropped from 115,514,700 barrels in 1925 to 90,420,973 in 1926 
down to 64,121,142 barrels in 1927. Bank deposits were with- 
drawn by the oil companies and a financial and economic crisis 
followed, not to mention renewed threats of intervention from 
the American sSvebahanes’ | 


Manterola, La Industria del Petrdleo en México, 97. 
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See also Secretaria de Educacién Publica, Sobre el Petrdleo 
de Mexico: Conferencias, 71. 
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Since the law of 1925 set up a system of concessions for 


the securing of permission to exploit the subsoil and did not 


distinguish between owners of the surface and lessees in grant- 
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ing such concessions for fifty-year terms, United States Secre- 
tary of State Kellogg notified Mexico that laws affecting the 
property of Americans in Mexico legally could not limit rights 
vested in the alien prior to the passage of the law. The Secre- 
tary denied to Mexico that various of the United States, viz., 
Illinois and Arizona, had limited the vested property rights 


of foreigners in those states--a denial that was inaccurate 


J iJ eas 2 2 
according to one authority. The crisis over the law of 1925 


ens eee 
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Dunn, The Diplomatic Protection of Americans in Mexico, 
257-269. to | 
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prevented the granting of any concessions for oil exploration 


58 
or exploitation in 1925. 
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Secretaria de Industria, Comercio, y Trabajo, La Indus- 
tria, el Comercio, y el Trabajo, I, 388. 
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The State Department's opposition to the petroleum law | 
caused Secretary Kellogg to warn Mexico in 1926 that the Uni- 
ted States expected her to respect fully the acquired property 
rights of American citizens and not to take any action depri- 
ving Americans of full ownership and enjoyment of their proper- 


ty. The bitterness of the Mexican reaction was expressed q 
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Foreign Relations 1926, II, 670. 


with some degree of violence by the press of Mexico City. 


60 
El Universal declared on January 20, 1926: 


International harmony cannot be preserved unless it in- 
cludes all nations on the same plane of justice. For 

that reason the Mexican problem is the problem of the 
whole world. The principle under discussion is universal. 
So should all people of the world understand it. Whoever 
attacks the national sovereignty and does not provoke at 
once a serious reaction against international injustice 
will justify greater attacks against other countries. 

We have issued law which affects only persons and things 
which are within our territory, and which do not break 

any legitimate right of citizens or subjects of other 
nationalities ... and nevertheless the White House mixes 
in affairs which are of our exclusive right ... reproaches 
us for acts which the governments that censure us have al- 
so committed.... | 


6) y) 
La Prensa Metropolitana y el Articulo 27 Constitucional, 
6-7, quoting El Universal. 
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1 
Again El Universal protested on January 22, 1926: 


Each time the United States ... threatens us with a rup- 
ture of relations, in fact its attitude is equivalent to 
threatening us with acts of violence.... The coalition 

of some functionaries of the White House with certain 
capitalistic interests is potent and constitutes a serious 
danger. It is not the true spirit of our legislation 
which the imperialists struggle against.... They do not 
protest hostile acts.... They dispute no more than our 
right to think for ourselves. 


61 
Ibid., 11-12, quoting El Universal. 
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Excelsior reacted in much the same manner as El Univer- 
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sal : 


, Since Poinsett, one of the worst enemies of our country, 
came to Mexico as the envoy of the United States, intrigues 


a 
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have followed almost without interruption, and beginning 
with the infamous annexation of Texas and the vicious 

war of '47 until the present epoch in which another lust-- 
that for petroleum--gave origin to the most perfidious 
maneuvers, there has always been encountered in our poli- 
tieal and economic life the trail of Yankee imperialism 
which pretends to impose its hegemony upon the Mexican 
people and their government. 
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Ibid., 32, quoting Bil Excelsior, 
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El emécrata, January 23, 1926, urged the Mexican govern- 
if 
ment to fill a hemispheric role: 


We must not forget the role which the continent urges on Ly 
us, nor that our weakness would be fatal for the interests 
of twenty nations. The abuses of force in Santo Domingo 
and Haiti make martyrs of those peoples, but our compla- 
cency would be considered as a continental treason and 

not as martyrdom. 


ere ee 
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Ibid., 51, quoting El Demdcrata. 
Even from Buenos Aires it was declared that until Mr. 


Kellogg's disavowal it had been accepted as a commonplace that 


tx 


nglish and American oil companies had fomented all the Mexican 
revolutions and had opposed caudillos according to their inter- 


ests. The only person not aware of this apparently was Kel- 
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logg, in the opinion of Sr. Santos Mufioz. In the United 
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Pablo Santos Muffoz, El Problema del Petréleo en Méjico, 
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States Senate the Secretary of State was requested to furnish 
the names of American investors in oil lands or concessions, 
the names of foreign investors who had accepted the law of 
Mexico relating to oil lands and concessions or titles acquired 
prior to May 1, 1917, the names of American investors refusing 
to accept Mexican law in this regard, and the nature of the 


te 


State Department advice to such individuals. 
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The State Department replied that the list of investors 
in pre-1917 lands included Mexican Gulf Oil Company, the Mexi- 
can Petroleum Company of California, Mexican Sinclair Petrole- 4 
um Corporation, Huasteca Petroleum Company, and other companies 
and individuals. Only four companies had applied for confirm- 
atory concessions under the petroleum law of 1925 and two of 
those were not producing oil in Mexico and the others owned 
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no fee property. 
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Foreign corporations refusing to accept the new petroleum 
law included the Atlantic Refining Company and its Mexican sub- 
roe 


sidiary La Atlantica Compafiia Mexicana Productora y Refinadora 


de Petrdéleo, S.A.3 the Atlantic Gulf Oil Corporation and its 


subsidiary cia. Petrolera del Agwis; Humble Oil and Refining 
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Company and its subsidiary cfa. Petrolera Tamaulipas, S.A.3 
Standard Oil Company of California and its subsidiary Richmond 
Petroleum Company of Mexico, S.A.3 Standard Oil Company of New 
Jersey and its subsidiary cia, Transcontinental de Petréleo, 
S.A.3 Anglo-Mexican Petroleum Company, Ltd., and its subsidi- 


2 nf > 4 > be 
‘la. Mexicana de Petroleo, Hl Aguila, S.A.3; and Royal Dutch 
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Shell and its subsidiary, Cia. Mexicana Holandesa, La Corona, 
S.A. As for advice to American property holders in Mexico in 
regard to the petroleum law, the Secretary declared he had 
given none but had informed them of the attitude of the United 
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States government as evidenced in diplomatic correspondence. 
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Foreign Relations 1927, III, 180-181. 

President Coolidge announced in 1927 that the United 
States was notifying Mexico of its intention to revoke the 
convention relating to the smuggling of arms across the United 
States-Mexican border and to the informing of each government 


68 


by the other of arms shipments between the two countries. 
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Williams, Economic Foreign Policy of the United States, 
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President Coolidge further issued a corrolary to the Monroe 
Doctrine which declared that the persons and property of Ameri- 
can citizens, even abroad, were a part of the general domain 


of the nation and enjoyed unlimited protection from the United 
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States. ? President Coolidge also in his message to the Uni- 
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a domes Robledo, Etopeya del Monroismo, 110. The occasion 
was a speech by Coolidge before the United Press Association, 
April 25, 1927. For context, see Foreign Relations 1927, III, 
209-220. 


ted States Congress on intervention in Nicaragua declared that 
Mexico had aided the revolutionists in Nicaragua and had re- 
fused to follow United States policy in regard to the embargo 


70 
of arms to Nicaraguan revolutionists. Under the circum- 
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Foreign Relatio 1927,cdily 294acibecoalso2 Ludweid 


Denny, We Fight f ror Oil, Oe 
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stances the well-known work of Ambassador Morrow was carried 
to fruition and the petroleum law was amended in 1928, elimi- dl 
nating American objections to its provisions. 

New capital flowed again into Mexico after the Morrow- 


Calles agreements. Oil production, however, did not increase 
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Standard Oil of New Jersey, Present Status, 37. 
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but declined from 1,125,000 metric tons in 1926 to 798,000 in 


(ee 
1927 to 624,000 in 1928. The pvroduction of refined petroleum 
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“League of Nations, Monthly Bulletin of Statistics, | Cauti, 
541. See also Manterola, La Industria del Petrdleo en México, 


49. 


products, however, increased from 48% of crude output in 1924 


re 


to 65% in 1927, with gasoline production rising from 13,662,000 
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barrels in 1923 to 15,222,000 barrels in 1926. In fact, 
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United States Tariff ig. Coaeee! Mining and Manufactur- 
ing Industries in Mexico 1946, p. 52. 
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Mexico contained in 1925 two of the largest refineries in the 
world, having respectively a daily capacity of 113,220 and 
140,000 barrels. There were also eight primary plants, for 
separating light hydrocarbons from fuel oil, having a total 
capacity of 268,042 barrels daily and 


a daily capacity of ES bee? 2 barrels. In all there were nine- 


teen Mexican plants of all types for refining purposes with a 


total capacity of 461,390 barrels daily. 
fas, 


Ortega, Los Recursos Petroliferos Mexicanos y Su Actual 
Explotacion, Sur 
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Mexican crude production came from only 14,820 acres out 
of an estimated area of probable oil land of 14,820,000 acres. 
The industry represented a capital of 836,366,940 pesos 


($406, 002,369 U.S.) in July, 1926, of which 57% was American 
9 ; y) 9 9 
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25% English, 11% Dutch, and 4% Mexican. On heavy crude the 


six other refineries with 
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“Lee eretaria de Industria, Comercio, y ERROR La Indcus- 
tria del Petréleo, 22-23. See also Leven, Done in Oil, 205. 


industry in 1926 paid a production cost, including transporta- 


tion and taxes (20% of value), of ninety cents a barrel and 


ae 


sold the crude at $2.30 (U.S.) a barrel for a profit of 100%. 
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The Mexican Petroleum Company expanded its capital investment 
from 1922 to 1927 by $9,500,000 (U.S.) while profits in the 


; 78 
same period averaged annually $11,500,000 (U.S.). 
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“Howland (ed.), Survey of American Foreign Relations, 162. 


The application of the law of 1925 resulted in oil com- 

pany complaints that the government meticulously examined ap- 
plications for confirmatory concessions and checked closely 
on the maintenance of works necessary to hold them, with the 
sole object of declaring the concession void on any pretext 


2a 
and restoring the land to the national reserves. Requests 
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Thee steca Petroleum Company y Standard Oil Company of 
California, Expropiacidn: Un Estudio de los Hechos, Causas, 
Métodos, y Efectos de la Dominacién Politica de la Industria 
en México, ae 
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for concessions often were long delayed and 424 such requests 


80 
covering six million acres were never acted upon. On the 
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Standard Oil of New Jersey, Present Status, 35. 
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other hand under the law of 1925 concessions were issued to 
confirm subsoil rights in 6,226,063 hectares (15,565,157 acres) 
of partially depleted oil lands and lands of surface owners. 
New concessions issued under the law covered an additional 
2,490,902 hectares (6,227,256 acres) of which 1,565,683 hec- 
tares (3,914,207 acres) were in the hands of producing com- 


81 
panies. The Mexican government also found the enforcement 
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Association of Petroleum Producers, Current Conditions Ll 
in Mexico, mimeograph, 37. | 
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of the petroleum law of 1925 unsatisfactory, coming to regard 
it as contrary to the intention of Article 27 since it per- 
mitted enormous concentrations of land to be acquired without 


their being worked. 


82 ! 
informe del C. Presidente de la Republica Gral. Lazaro | 
Cardenas al H. Congreso de la Union, Septiembre 1, 1935, p. 23. 
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The Mexican government after 1926 began a program to ex- 


ploit the oil reserves of lands unquestionably under govern- 


mental control, the lands included in an area one hundred kilo- 
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meters wide at the land frontiers and fifty along the sea shore, 
the federal zones, lands not affected by concessions of any 
type, and the right-of-way of the railways. The first institu- 
tion to exploit these lands was only a department in the Ferro- 
carriles Nacionales but in December, 1925, it was cut off from 
the railways and established as the Control de Administracion 


83 
del Petr6éleo Nacional. ~° 
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“Informe Que Rinde a la Junta Federal, I, 22. 
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As Mexican production continued to decline (dropping to 


50,150,610 barrels in 1928), the government declared that 


Se os 


ve > 
Manterola, La Industria del Petrdleo en México, 17. 
ee NY SER Ree ONES A RS RE AN RR oN Sen ee oct ne eR eR RE Sn en ene ete te A eer a rE oT i i 
the oil companies were restricting their activities in order 
to maintain their privileged situation by bringing economic 
pressure on the government so that it would have to break its 


own laws and principles. | Since the growth of American pro- 
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Secretaria de Industria, Comercio, y Trabajo, La Indus- 
tria, el Comercio, y el Trabajo, I, 429. 
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duction had made Mexican oil less essential to the companies, 
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they could afford to cut their production in Mexico. . Mexico 
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already in 1928 had arrived at the position where her resour- 


ces of oil were no longer of major importance to the world and 


Was approaching the time when foreign capital was more impor- 


7 
tant to Mexico than Mexico was to foreign capital. Capital 
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invested in the Mexican oil industry in 1928 was about 
877,000,000 pesos ($424,637,681 U.S.) with the lands on which 


the companies operated having a value of 550,000,000 pesos 
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Secretaria de Industria, Comercio, y Trabajo, La Indus- 
tria, el Comercio, y el Trabajo, I, 435-456. 


The retrenchment of the oil industry in Mexico was typi-~ 


fied by the action of the board of directors of El Aguila in 


part of El Aguila's assets were to be divided and transferred 
to a Canadian Company. The assets transferred included El 
Aguila's interest in the Eagle Oil Transport Company, its in- 
terest in the Anglo-Mexican Petroleum Company, its loans in 


pound sterling to these companies, British government bonds 
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6. It was announced in London that to avoid multiple imposts 


and cash available in England. The stock value of El Aguila 
was reduced from ten pesos per share to four, a total capital 


Qc 
reduction of 106,387,746 pesos. It was also announced that 
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J. Silva Herzog, Petroleo Mexicano: Historia de Un Pro- 
blema, 114. Hereafter cited as Silva Herzog, Petrdleo Mexi- 


Mexico would be reduced in the fu- 
ture and that all of its foreign operations would be carried 


on through the Canadian subsidiary of Dutch-Shell, the Kagle | 


Oil and Shipping Company of Canada. In Mexico El Aguila's 
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major property in 1928 consisted of four refineries with a di 
daily capacity of 155,000 barrels and 240 miles of pipelines, 


" OL 
along with its land holdings. 


Ise, The United States Oil Policy, 455. 
The exploratory work of the oil companies, according to 
Silva Herzog, had not utilized scientific means of discovery 
until 1929 and Poza Rica was discovered shortly afterward} 


the oil comvanies had extracted oil with criminal carelessness 
Q9 
ide ath 


for fifteen years prior. Still fourth largest producer of 
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Silva Herzog, Petroleo Mexicano, 88. 
oil in the world in 1929 with 44,687,887 barrels, Mexico was 
hit, as the rest of the world, by the economic crisis of the 
1930's. Her trade with the United States collapsed, dropping 
from $252,000,000 (U.S.) in 1929 to $68,000,000 in 1933 while 
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oil production fell to 34,000,000 waneetae Of this amount, 
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United States Tariff Commission, Mining and Manufactur- a 
ing Industries in Mexico, 4, See also Manterola, La Industria P| 


del Petrdleo en México, 97. 
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El Aguila produced 10,600,612 barrels of oil products in 1931 
and exported 8,975,264 while Huasteca produced 3,422,911 bar- Lat 
rels and exported 1,587,690 barrels. Over 40% of Mexico's oil EY ! 
exvorts went to the United States in the period 1931-1932 while | 
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Englane was the leading importer in 1934-1935. The number ft 
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Salvador Dorantes, La Industria Petrolera en México, 
i eee JRC ON BeALCO 
appendix. see also Manterola, La Industria del Petrdleo en 
México, 243, 247. 
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of operating refineries declined to five, having a daily capa-~ 
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city of 195,000 barrels in 1930; Even the agrarian reform 
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United States Tariff Commission, Report to the House of 


ee on the Cost of Produetion of Crude P Petroleum, 
Gas, Oil, and Fuel Oil, Gasoline and Lubricating Oil Produced 


in the United States and in Svecified Foreign Countries, Re- 
p no. 30, Second Serie ae. Hereafter cited as United 
States Tariff Commission, Report to the House of Representa- 
tives 
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policy of the revolution was declared a failure by Calles him- 
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mc a: What anpeared to be the end of struggle with the oil 
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Thomson, "Mexico's Social Revolution," in Foreign Policy 
Reports, XIII, 114. 


companies and foreign investors in Mexico was, however, decep- 
tive. A new labor movement was a factor in the revived strug- 
gle for revolutionary reforms. 

In the Constitutieon-of Querétaro Article 123 gave consti- 
tutional guarantees to labor which made it one of the most ad- 
vanced, from labor's standpoint, in the world. The Mexican 
rovernment in 1931 enacted statutory law defining labor's Hi! 
rights under Article 123, particularly in regard to capital- 


aor 


labor disputes involving "economic conflict. After the 
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Person, Mexican Oil, 30. Economic conflict resulted 
when the employer declared himself unable economically to 
meet labor demands. 
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Federal Labor Law of 1931, labor's influence increased and 


opposition to Calles became strong enough to break the power 


of the old labor organization, the Confederacion Regional 


Obrera Mexicana (C.R.O.M.) which had been led by Luis Morones 


337 


98 
and supported by Calles. One of the leaders breaking away 
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Ibid., 32. Morones was Calles' Secretario de Industria, 
Comercio, y Trabajo. See also Weyl, Reconquest of Mexico, 235. 


from the C.R.O.M. was Vicente Lombardo Toledano who founded 
his own labor group and who believed in the rise to power of 


ee 
labor by revolution. With the militance of this union, a 
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Weyl, Reconquest of Mexico, 236. 
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new factor entered the traditional opposition between oil com- 


panies and the Mexican government. 

The Mexican government in 1933 decreed that oil lands 
which recovered their free character for any reason would be 
restored to the national reserves; on such lands the govern- 
ment itself could exploit petroleum as producer whereas it | q 


LOO 
could not on lands under concession. The law provided for 
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100 ‘2 
Sindicato de Trabajadores Petroleros, La Cuestion Petro- 


a Mexican company to regulate the internal oil market, to as- 
| sure the reserves of the country, and to facilitate the de- 


velopment of Mexican technicians. The company was given the 


power to explore and exploit oil lands, to carry on all the 


operations related to oil production, and to encourage the in- 


WA 


LOL 
vestment of Mexican capital in the industry. A refinery 
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Gobierno de México, El Petrdleo de México, 557. Drill- 
ing of new wells had dropped to fifty in 1932. See Manterola, 
ba] 2 Y Vas " nZ s 
La Industria del Petroleo en México, 50. 
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operated by the governmental agency, Aaministracion del Petro- 
leo Nacional, was used in 1933 to check costs of production. 

In a small refinery with little capacity it was found that the 
cost of producing one hundred liters of refined petroleum pro- 


ducts was 1.577 pesos which quantity when sold brought 1.878 


pera er 
pesos, a profit margin of 19%. The net production cost 
102. 2 oS: . <i F a 
Manterola, La Industria del Petrdleo en México, 149. 
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(average 1927-1930) of a barrel of crude oil at the well in ii 
the United States was $1.07, including royalty and 6% interest 
charges; the average selling price for the same period was 

$1.22 (U.S.), an average profit of 14% on crude produced in 

the United States. The average cost of Mexican crude, includ- 

ing interest (1927-1930), was .5779 (U.S.) per barrel; deli- 

vered at the Atlantic coast of the United States the oil 


O03 


brought $1.40 (U.S.) per barrel, a margin of 133%. Exported 
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“United States Tariff Commission, Report to the House of 
Representatives, 180-181. 
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petroleum in 1933 paid about 25% of its value in taxes; petro- 


leum products internally consumed paid taxes amounting to about 


ue 
one third their value. The taxes paid by the oil companies 
104 ' | , ; 
Association of Petroleum Producers, Current Conditions 


in Mexico, mimeograph, 39. 


to the Mexican government amounted (1934) to an average of 


1.05 pésos (0729 USP) sper barrel: CiIn the tntted States the 


° ro 
average tax per barrel was $1.14 U.S.). ? The average salary 


} J 
“0 Secretaria de Relaciones Exteriores, El Gobierno de Méxi- 
co ante los Problemas Sociales y Bcondmicos: La a Cues stidn Reli- 
giosa--Respuesta del Ejecutivo al Memorial de las Clases Pa- 
tronales--La S Situacion Bcondémica | Mejora, 34. Hereafter cited 
as Secretaria de Relaciones “Exteriores, Hl Gobierno de México 
ante los Problemas Sociales y Econdémicos. 
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paid to oil workers in Mexico in 1934 was 4.68 pesos (1.30 
U.S.) whereas in the United States the average oil workers 
was $4.50 (U.S.)3 the oil companies of Mexico were earning 
3.3% on their investment at a time (1933) when American oil 


g 106 
companies were making 1.0%. apital invested in the Mexi- 


A a eR eR RR a ca ER NN Ge AT NAO nL ER csencemeNt 


ee 


SS RES ERE Wy SARTO REN SREE — te em A a RR RNR RA NR RE A RR AN RO ETAT me eI 


can oil industry in 1933 was estimated at 960,000, 000 pesos 
107 


($271,954,674 U.S.), 52% in American capital. 
3 9 9 / 
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Gémez Robledo, The Bucareli Agreements, 97. 
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The presidential election of 1934 in Mexico was conducted 
upon a platform adopted in December, 1933, by the victorious 


party, the Partido Nacional Revolucionario (P.N.R.). Pertinent 


108 
sections of the Six Year Plan included such declarations as: 


Faced with the struggle of classes inherent in our sys- 

tem of production, the duty of the government is to 

strengthen the unions of the working classes.... The | 
necessity of making of our country a coordinated organi- 
zation in its own economic system, which guarantees ade- | 
quate support to its inhabitants, is not the result of a 
an impulse of merely sentimental nationalism, but a con- 

sequence of the transformations working in the economic 

structure and in the commercial relations of all coun- 

tries.... The National Revolutionary Party declares that 

during the six years which the present plan covers, the ii 
sovernment shall regulate those activities of exploita- 
tion of the natural resources and the commerce in the pro- J 
ducts which signify an impoverishment of our territory, 

in the following manner: 

I. The nationalization of the subsoil will be made ef- 
fective; 

II. Known reserves of minerals will be fixed which will 
euarantee the future reserves of the nation.... 

IV. The monopoly of lands will be avoided and the nation- 
al zones of petroleum reserve shall be increased so. that 
for all time a fixed reserve of oil lands can be depended 
on to cover the future necessities of the country. It is 
besides necessary that those commercial activities or 
productive activities which exercise, as has been said, 

an exhaustive action upon our natural resources, shall 

be regulated by the action of the state in such manner | 
that in the process of their development our country ob- 1 | 
tains the greatest participation possible from the riches 
exploited, since in many cases the form in which this im- 
poverishment by industry of our soil has been carried on 

and is carried on is of such nature that Mexicans only. 

take part in it as workers at a low salary, and the coun- 

try derives no more benefit than a penurious tribute. 

For this object: 

1. Foreign companies shall be impeded from ac 

monopolizing mineral deposits.... 
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5. The state shall intervene to restore the equilibrium 
of the economic forces in the oil industry, stimulating 
the cevelopment of the national companies and creating 
semi-official organizations of aid and regulation; 

The state shall study the means by which our oil pro- 
duction can attain the volume which rationally corresponds 
to it, considering the probable existing reserves} 

7. The present regulation of concessions shall be modi- 
fied, reducing in the future the surface each concession 
covers. Those ovposed to the national interest shall not 
be granted. 


ON 
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In his speech accepting the nomination of the P.N.R., | 
109 i 


7 / + 
Lazaro Cardenas declared: 


I declare without subterfuge that I shall assume total 

official responsibility for the government if I arrive 

at presiding over it.... The essential thing in order 
to realize in their integrity the social postulates of 
the General Constitution of the Republic and the formula 
of social coordination contained in the program of govern- Fi 
ment of the Partido National Revolucionario ... consists 

in making veritable a true revolutionary interpretation is 
of the laws, by men who sincerely feel the revolution. 

eee in these moments of crisis--in which International YI 
Law may be obliged to take very definite vagaries in . 
accord with the dignity of nations--our international 

relations will be cultivated upon the basis of security 

of close and generous ties; now it may treat of people 

to whom interests of blood and race tie us, or of peoples 

to whom we are joined by economic and commercial inter- 

ests; then along these lines we shall always be capable 

of assuming clear attitudes which will not menace the 

national dignity nor oblige us to betray the spirit of | 
social evolution which animates our people. a 
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In the presidential campaign of 1934, Cardenas declared 


that he wanted to place the sources of wealth and the means 
of production in the workers hands, to end the further exploi- 
tation of the subsoil by usurious foreign capitalists, and to 


LL 
let such exploitation be done by Mexico herself. Cardenas 
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Standard 011 of New Jersey, The Reply to Mexico, 31. 
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declared in Vera Cruz during the campaign that the workers 


must organize to force him or any citizen in power to satisfy | 7 


Th y \ 
the-needs of -the “people: At his inauguration Cardenas an- | 
Es t # i 
ce rbie 
Virginia Prewett, Reportage on Mexico, 94. 
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nounced his adherence to the Six Year Plan, six years. of re- 
Ve 


he Line 


form” ana“ nationg.1 zation. wii 


eR a ee ere treme are eR EN RL RE AG Se ROR cen cE A ER A A RT EE AS RE SS ON! Se en on et 


Standard Oi1 of New Jersey, Present Status, 35. 
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Adherence to the Six Year Plan meant an effort to improve 
the semi-colonial position of Mexico economically and to pro- 
tect her resources against undue exploitation. It meant the 
enforcement at long last of Article 27 until it became an in- 
tegral reality in social affairs, the nationalization and so- 
cialization of land, the support of the worker against those 


a 


who possessed the instruments of production. 


The govern- 
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We W. Cumberland, RK. A. McGowan, Joseph Thorning, Ramon 
Beteta, Programa Eeondmi co y Social de México, 200. See also 
Ramon Beteta, “The Mexican Revolution, a Defense, 39-42. 
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ment never concealed its intention to redistribute wealth. 
Successful completion of the Six Year Plan signified the a- 
chievement of scientific socialism in Mexico and such success 
was probable if friction with capitalistic imperialism did not, 


as it easily could, end the effort, or-even the iexistencevof 


114 i 
Mexico. The customary threat to Mexican independence of 
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Ramon Beteta, The Mexican Revolution, a Defense, “WO s 
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See also Benito X. Perez-Verdia, “AL Margen "del Momento Actual, 


34, 
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action was not so feared by Mexico in 1935, for as Cardenas 


TLS 


declared before a mass meeting of labor: i 


The United States will not intervene in our internal af- 
fairs, first, because with its Good Neighbor Policy it 
has given us many proofs of the respect it feels for the 
sovereignty of other countries and second, because it is 
profoundly concerned with meeting the problems that have 
arisen within its own territory. 
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Prewett, Reportage on Mexico, 97. . 


Within Mexico opposition to the new program came from 
| Calles and the Callistas who, according to Virginia Prewett, 


had direct and indirect interests in the foreign-owned oil 


companies. Calles was removed as an influence 
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rovernment in 1935 and exiled. In the tense situation prece- 
ding the overthrow of Calles an organization of laborers, led 
by the electricians union, was formed to defend Mexico City 
and Cardenas against a possible military coup by Calles. A 
permanent worker's organization resulted from the unity in 


1936 with the organization of the Confederacion de Trabaja- 


Mexicanos (C.T.M.) in which Vicente Lombardo Toledano 


dominated. The new 
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abor group included the big industrial 
unions in the railway, mining, power, and oil industries, the 
workers in printing, sugar;oand the shop unions of Mexico City 
and Puebla, and small factory and craft unions along with agri- 
cultural workers, artisans, teachers, and the self-employed 

and some vrofessionals. Its membership grew rapidly until it 


ba 
numbered six hundred thousand by 19238. The strength of the 
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Person, Mexican Oil, 32-47. See also Weyl, Reconquest 
of Mexico, 237= O5Oy 


movement was great since in 1935 only 215,003 workers were em- 
ployed in manufacturing industries with a productive value of 


over ten thousand pesos a year. Of these 15,255 were employed 


vg 


by the oil industry, or primarily by the foreign oil companies. 
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In mining, also predominantly foreign, some 42,442 (1934) were 


18 oy 
employed. ~he power of the labor movement lay not only in 


crores oe ee a NN RRR GRR ZT eA SN ph SE SE CERRRMEEE SAGE BR RN SER NERS PE AR NNR A ERAT ESA oh SOD sD RN EEA REA RE SE 


16 
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numbers but also in arms, for the members of C.T.M. were armed 


a9 
and organized into semi-military units. 
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Shepardson and Scroggs, United States in World Arf 
19236. p.n280. 
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President Cardenas turned his attention to the oil indus- 


—- 


try in his annual address to the Mexican Congress, September 
: 120 

1, 1935," whem he declared4 --| 
The application of the Petroleum Law of 1925 has shown oo  # =f y 
no proper correspondence to the fundamental principles . | 
ef Article 27. It permits enormous concentrations of at 
land under a single title. The law in general -facili- ! 
tates the acquitions of enormous extensions of land with- 

out their being worked. Since the exploitation of oil 

in Mexico is entirely in the hands of the foreign compa- 

nies, public economy depends on them and their foresight. 

Since it is certain that if they found it unseasonable 

they would resolve not to put more oil in the commerce 

of the country, the state should have the power legally 

to force them, in proportion; no one can be sure that 

the deposits which the companies are exploiting can satis- 

fy the necessities of the country during the time required 

to discover other wells. Since Mexican petroleum does not 

really exist due to foreign exploitation, it has been 

thought wise to initiate by means of a company completely 

Mexican the exploitation of Mexican oil and its deriva- 

tives with the end of regulating the interior market of 

the country and to satisfy the needs of consumers. 
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The new company was another semi-official corporation, 
Petrdleos de México, S.4., which competed with private compa- 
nies in production and marketing and which was empowered to 
absorb all leases and concessions as they expired. In 1937 it 


was reorganized and permitted to regulate the domestic and ex- 


Lon 
yvort markets in the interest of the nation. The price of 
a he " 
Weyl, Reconquest of Mexico, 291. 


domestically consumed gasoline also was fixed by the govern- 


12 
ment in September, 1935. Two months later figures were re- 
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Donald R. Richberg, The Mexican Oil Seizure, 24. 


i Z 5 ‘ 
leased by the Devartamento del Petroleo comparing the earnings 
and productivity of Mexican and American oil workers and the 


taxes paid by the industry in Mexico and in the United States. 
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Gustavo Ortega, "Antecedentes y Culminacion del Conflic- 
to Petrolero en México, " in Revista de Industria, I, 8-9. 


RE SE RT RT RITA Un ARAN APE SE SERESCN ese ten ene ORR HEE OO EEF SANA RE REEED oR SCD NEE Ue CSAS RERE OV EREDNS 28 CRD PAPEETE EE RRR oe Rr REIT HESS E RD ETT Re NNR SRR 


The government pointed out that taxes per barrel in Mexico in 


oe 
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1935 were at most 1.182 pesos while in the United States they 
equalled 4.104 pesos. The average royalty paid per barrel in 
Mexico by El Aguila was 0.18 centavos per barrel while in the 
United States the royalty paid averaged in 1935 about 0.60 cen- 
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tavos. The finger pointed at the disparity was significant, 
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Informe Que Rinde a la Junta Feder 
also Gobierno de México, El Petrdleo 4 
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Me 
or in the same year the Secretaria de Trabajo ordered more 

uniform procedure to be followed in the oil fields in regard 


to standardized pay schedules among the different oil companies 


for the same work. The issue had been precipitated by a 
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pais Reconquest of Mexico, 293. see also Salamon de 
la Selva, 'chronicle of Events Lea iding to the Expropriation F 
of the Foreign-Owned Oil Industry by the Mexican Government," uj 
in Party of the Mexican Revolution, Foreign Information Ser- 


vice, Press Release 1, May 1, 1938, p. 5. 

strike at El Aguila in 1934 which had been arbitrated by Presi- 
4 

dent Rodriguez and as a result of which regional commissions 

of three consisting of a federal labor inspector, a represen- 

tative of the labor union, and one of the company involved, 


126 
had been established. The numerous unions of the oil indus- 
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Person, Mexican Oil. 48. 
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try--twenty-one in number--were called together after the 


5 


te 
Secretaria's order and joined into one large national union, 
Hl Sindicato de Trabajadores Petroleros. It was this union 
which in 1936 presented the whole oil industry with the uni- 


Form contract which led to the final evisode in the *controver- 
Lon 
sy between the Mexican government and the oil industry. 
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"Chronicle of Events Leading to the Expropriation of the 
Foreign-Owned Oil Industry by the Mexican Government," in 
Party of the Mexican Revolution, Foreign Information Service, 


Press Release 1, May 1, 1938 D. ie 


The Mexican oil industry at that date consisted of only 4 
1014 producing wells, flowing at a rate of 43,999,776 barrels 
oer year. New drillings were limited to eighty wells in 1935 “ 
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and only sixty-seven were vut down in 1936. Some forty- 
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four oil fields were in operation in 1935, supplying nine re- | 
fineries representing a capital investment of $102 » FOC, OO9 

(U.S.) and a vroductive value of $96,300,000 (U.S.). The in- 

dustry was still highly profitable, for in 1935, although capi- 

tal invested in Mexican oil was only 0.73% of the amount in- 


vested in American oil, production in Mexico was 4.05% of 


American production. The value of the investment in Mexican 
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United States Tariff Commission, Mining and Manufactur- 
stries “ins 


oil fields, refineries, and pipelines in 1935 was estimated 

at one hundred million dollars (U.S.) of which $49,000,000 was 

American and $41,000,000 British. A Mexican estimate of Decem- 
ber, 1936, valued the capital investment at 993,018,708 pesos, 


or, including the capital in lands at 108,000,000 pesos, at 
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1,101,018,708 pesos ($305,836, 530 U.S. }. Oil products ex- 
130; ppmone, t Peers cee. ae 
Thomson, "The Mexican Oil Dispute,” in, Foreign Polic 
Bulletin, XVIT, 131. See also Bahamonde , México Es Asi, 136, 


and Ortega, "Industria del Petréleo: La Tndustr ia Petrolera 
Thane Me Sus Antecede nts y Su Estado Actual," in Revi 
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ported in 1935 amounted to 22,445,972 barrels of which 38% 


was crude oil. The United States imported 21% of the Mexican iF 
oil exports while England took 37.7% and Germany 9.5%. EL 


Aguila handled 61.64% of the total quantity exported; Huasteca 


131 
exvorted 20.18%. 3 
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Gobierno de Méx cico, EL Petrdleo de México, 146. See 
also Ortega, "Industria del Petréleo: La Industria Petrolera 
Mexicana, Sus Antecedentes y Su Estado Actual," in Revista de 
JHUUS ELIE, le tog ae 


The intensification of the attention given to the oil in- 
dustry was not the only indication of a return to a governmen- 
tal policy of active change along the lines drawn by Article 
27 of the Mexican constitution. Cardenas assigned 15,620,930 


acres of farm lands to small laborers in 1935-1936, three 


T32 
fourths as much as previously had been granted in twenty years. 
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‘ "Mexico's Challenge to Foreign Capital," in 
licy Reports, XIII, 127. 
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When workers in 104 plantations in the Laguna area of Chihua- 
hua and Durango struck in August, 1936, demanding wage increases, 
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housing, and unionization, Cardenas ordered the land expropri- 
133 


ated and divided among the workers in ejidos. Labor unrest 


SR CR RE I ER EER WER EE NL ROE Es AR RRS NE IEE RS SR EY RT EA CE ON a OR RR ORE RS SRR A EEE IE ETE 


AO AAS A REN A AN A LO AE a A OEE ARNE RS ER FR FR NE A NE a EE TS EE A AN AER RRS RII, 


average per year, 1931-1934, of seventy to 642 in 1935 and 
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674. inobhO3or = That the attitude of the government was toler- 
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Secretaria de la Economia Nacional, Anuario Estadistico 
1939, pp. 330-333 
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ant toward militant labor was clear from Supreme Court Justice 


Xavier Icaza's statement that mankind contained two categories, 


ae 


those who worked and those who did not, and that it was the 
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duty of the law and the judge to protect the weaker of the 
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tWO. President Cardenas had already announced in 1936 that 
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Weyl, Reconquest of Mexico, 240. 
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union demands should be limited only by the economic capacity 


of industry, which declaration was clarified in a reply of 


irdenas to a memorial from representatives of banking, indus- 


7 


try, and commerce which asked what the President meant by the 
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earlier statement. Cardenas answered: 


The authorities have not had the cooperation either of 
industry, of banks, or of commerce. It must be consider- 
ed in the fullest sense that the administration of the 
factories, immovable property, and capital are integrated 
in the body of the national economy and the social inter- 
est is hurt when proprietors abstain from exercising their 
functions correctly. It is then when the government must 
intervene to avoid upsets in the economy. This is the 
sense of my declaration in Monterey.... If banks and in- 
dustries exist, it, is.because a market permits profits. 

An abstention, an employer's boycott of any magnitude, 
would demand the intervention of the state by perfectly 
legal routes to prevent a disturbance in the economic 
life. The most that could result would be that certain 
branches would pass from the orbit of private interests 
and be converted into social service.... Because as a 
revolutionary I know in which circumstances explosions of 
popular sentiment are incubated, I recommend that the 
employer-class comply with the law in good faith, cease 
intervening in the organization of the workers, and give 
them the economic well-being to which they have a right 
within the maximum economic possibilities of the business. 
Oppression, industrial tyranny, unsatisfied needs and op- 
position mal encanzada are explosives which in a particu- 
lar moment could cause the violent upset so feared by you. 
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~ Secretaria de Relaciones Exteriores, Kl Gobierno de 
? A. 7 Tr . pul, Yo Ba oomnramnb 
lexico ante los Problemas Sociales y Economicos, 16-21. 
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Not long afterward the expropriation law of November, 
1936, was enacted by the Mexican Congress, and in January, 


1937, the constitutional term of Supreme Court Justices was 


i3e 


reduced to six years, identical to that of the president. 
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In the United States Franklin Roosevelt had been overwhelmingly 


re-elected and the Buenos Aires Conference had been called in 


effort to strengthen inter-American unity in the event of 


a general European war. To achieve such harmony the United 


States unequivocably abandoned the right of intervention in 


3 


Tatin Amarirna and th STatoaral ant nn atin P si ayer “4 
Latin America and the unilateral interpretation and enforcement 
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fF the Monroe Doctrine. The conjunction of events presented 


138 
Jd. Lloyd Mecham, "The Inter-American Peace Machinery," 


NM 


rna tion- 


DD. 


Insti cute 
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Mexico with a rare situation and a new opportunity. 


THE OIL WORKERS! STRIKE OF 1937 


7 
According to Molina Enriquez, Mexico struggled from 1928 
to 1938, following the end of the dispute over oil concessions 7, 
to the-subsoil, to~bettér the condition of labor by controlling 


af 
the economic and social conditions of industry. Militant la- 
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Enriquez, Problemas Internacionales, 58. 
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bor began to affect the oil industry in the 1930's. The in- 


dustry contained thirty-five independent oil workers unions 
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in 1934 but not a single oil company was organized by union 


mn. 2 
labor Until. 1925. At that time different contracts existed 


Vi — Fr nr ° ° ° 
José Jorge March, "Mexico and Oil," in Labour Monthly, 
ii O 


Ba ie ee Wi 
a Magazine of International Labour, XXT, 171. See aise “Silva wy) | 
Herzog, Petréleo Mexicano, 993, and De 1a Selva, "Chronicle of . 
Events Leading to the Expropriation .of the Foreign-Owned ‘ohms 

Industry by the Mexican Government," in Party of’the Mexican 
Revolution, For reign Information Service, Press Release 1, May 
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i 
at each refinery and even within the same refinery; there were | 
| ) 
such contracts with fifteen of the principal oil companies and 
2 | 
three shipping companies. A convention of the separate unions 
' 
“Shepardson and Scroggs, The United States in vlorid Af- 


: 1938, vp. 231. See also March, "Mexico and Oil," in 
Labour Monthly, a Magazine of International Labour, Kit, he ie 
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was called to organize the oil workers! union in 1935 and at 


the first convention of the union in 1936 a general contract 


for the whole industry was prepared. El Sindicato de Traba- 


March, "Mexico and Oil," in Labour Monthly, a Magazine 
of International Labour, XXI, 171. 
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jadores Petroleros was affiliated with the Confederacion de 
i 


Trabajadores Mexicanos (C.T.M.) and the new contract was mail- 


ed to the general managers of most of the oil companies, arri- 


{ 
| 
ving in November, 1936, at almost the same time the expropria- a 
° a. on a e : , 
tion law was passed by the Camara de Diputados. Covering 165 


Nilliam E. McMahon, Iwo Strikes and 
pages, the contract was accompanied by the threat of an indus- 
try-wide strike if it were rejected. 

In the proposed contract confidential, i.e., non-union, 
positions consisted almost only of the presidents, vice-presi- 
dents, chiefs of various departments, general accountants, 
auditors, sales managers, refinery superintendents, chief geo- 


logists, field superintendents, and heads of legal departments. 


be union men. Seniority was declared a property right of the 


worker and workers promoted should have the right to an inves- 


tigation by the union before being declared incompetent by the 


a 
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company. In the event of staff reductions, non-union men were 
to go first and then those with least seniority unless the com- 
pany and the union agreed otherwise. The companies were obli- 
gated to suspend any worker the union desired to discipline. 
Whenever a man was suspended from the union, his dismissal 
could be requested and the companies were obligated to fire 


him at once without indemnity. The workers were to report at 


Qu 


the place designated as the starting point and should end the 


working day at the same place. All time exceeding the ordi- | 
nary working day should be paid at overtime rates. Hating 


places for workers should be established where needed, with 


ce 


heating facilities for food preparation. When a legal holiday 
corresponded with a rest day the workers should be paid for ou 
both. Pregnant women employees were to have fifteen days rest 

before and forty days after child-birth, with all medical ser- bi 
vices furnished by the companies. The companies should pay 

double time for work in mud or swamps, rain, or loose asphalt, 

acid plants, heating and refigerating parts of paraffin plants, 

tank cars, handling of sulphur, soda, lime, cement, or explo- 

sives. Triple wages were to be paid workers in ethyl plants, 

in swamps deeper than thirty centimeters, in warehouses with 
inflammables, for handling dynamite, tetraethyl lead, or vetro- 

leum gas. Double time was to be paid for handling Fuller's 

earth, gasoline, naptha, or for working over seven meters high. 


No movement or change of residence of workers should be made 


unless the worker had been notified sixty days in advance. 
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The companies were to agree to furnish medical, surgical, den- 


> 


tal-surgiecal, pharmeceutical, orthopedic, prothetic, labora- 

tory, ambulance, and hospitalization services; to establish 

the necessary sanitaria, maternity wards, and clinics; and to 

bercular sanitarium. Workers and their families 
(including wife or mistress, ascendents in direct line without 
limitation and also decendents, brothers under eighteen and 

cers, provided they were economically dependent) should be 

entitled to all the services. The companies were to establish 

a vocational institute for disabled workers. Hot and cold 
shower baths were to be established within sixty days in each 
Gepartment where needed, as should toilets. Distilled water 
was to be supplied for drinking. Disabled workers with thirty 
years seniority should retire at full pay; after twenty years, 
disabled workers should retire at 80% of full vay; and after 
ten years at 60%. Non-disabled workers followed the same 
schedule after twenty years service. Workers with fhennene 
day to five years service should have twenty-one days vacation; 
from five to ten years, forty days; ten to fifteen years, fifty 
days; and over fifteen years, sixty days. The companies were 
to furnish the worker first class transportation, round trip, 
to the vacation spot chosen by the worker. Leaves of absence, 
with full pay, were to be granted workers to discharge union 
commissions. The companies were to be obligated to furnish 


> 6? 2 


fifteen office workers to the General Executive Committee of 


the oil union and sixty-one workers for union sections. All 
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workers were to be entitled to three days leave with pay when- 
ever it was necessary. The companies were asked to create a 
savings fund made up of a 10% deduction from workers salaries, 


plus 15% of the whole salary to be deposited by the company, 


"34 
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yas also to pay | interest on the total. The companies 


o be obligated to furnish hygienic housing without cost 
to all workers and until the housing was available, workers 
should be paid two pesos per day compensation. Houses were to 
have two, three, or four bedrooms, bath, kitchen, dining room, 
ee, comfortable rooms were to be fur- 
nished for bachelors. The companies were asked to furnish 
quarters and books for union libraries and fifty pesos monthly 
for their upkeep. The companies were to install in labor cen- 
ters fields and gymnasia for sports and to furnish equipment 
for them plus 250 pesos per month for administration. Dis- 
missed workers were to receive transportation to places they 
requested. The companies were obligated to furnish transpor- 
tation to workers and their families from labor centers to the 
city, and permit workers on leave or vacation to use company 
railroads and vessels in Mexico or abroad. The same privilege 
was to apply to members of workers! families when so requested 
by the union. The companies were to sell to workers their 
products at a 10% discount. Seven kilos of ice were to be 


furnished to each worker's home daily. The companies were 


asked to furnish instruments and uniforms for workers! bands 


as well as to pay a bandmaster. The companies also were to 
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furnish one vehicle for each union section. 
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Project of Approved General Contract atathe:+First Grand 
Extraordinary Convention of the Syndicate of Petroleum Workers 
of the Mexican Republic, November 3, 1936, typescript, 4-74. 
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The oil workers! demands permitted any one company a mini- 
mum of confidential employees, plus an unlimited number of le- 
gal representatives. All other employees were to be unionized. 
In case of lay-offs, an indemnity of ninety days pay plus 
twenty-five days wages for each year of employment was to be 
paid. Workers voluntarily leaving employment after ten years 
service were to be paid twenty-five days wages for each year. 
Establishment of a forty-hour week was demanded. Death from 
occupational causes was to vay an indemnity of 1400 days wages. 
Death from non-occupational causes received an indemnity of 
sixty days wages and funeral expenses, in addition to twenty- 
four days indemnity for each year employed. For permanent 
disability an indemnity of 1825 days wages plus twenty-five 
days for each year of service was to be paid. If employed more 
than ten years, the disabled worker was to receive a pension 
on the terms previously mentioned. Eighteen rest days a year 
and forty-five scholarships for workers' children were demand- 


ed along with an opportunity for Mexicans to acquire experience 
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lustry as technicians. 
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Workers University of Mexico, The Oi1 Conflict in Mexi- 
eo, li=13. 
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The total increased cost for labor under the proposed con- 


tract was estimated at 65,474,840 pesos, of which only 


28,149,360 pesos were for wage increases. Added to existing 


labor costs, the vrovosed contract would have raised compan 
b L i 


expenditures for labor annually to 114,611,460 pesos. The 
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‘March, "Mexico and 011," in Labour Monthly, a Magazine | 
of International Labour, XXI, 175. i, 
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management of the companies rejected the contract outright, 


claiming that it would have raised company costs for labor and 


social benefits 500%, whereas the union calculated that it 


would increase company expenses in that respect only 133%. 


It was certain that the proposed contract contained demands 
above the economic possibilities of the companies, but it was 
also eertain that the companies did not sincerely try to avoid 


9 | 
the conflict that followed.” After ten days of waiting, the ' 


Pee etm RN SE ERR REE RN CE A EE ERR OS Ee A REN A RN SC NORE 


Gobierno de México, El Petrdleo de México, 521. "Petro- 
mex," the semi-official oil company, signed a contract on No- 
vember 17, 1936, with a section of the oil workers union rais- 
ing wages 40%. See National Revolutionary Party, Foreign In- 
formation Bureau, The Mexican News Letter, November 21, 1936. 
Hereafter cited as The Mexican News Letter. 


a general strike in the oil industry for November 


‘ / : l 
27, 1936, but President Cardenas intervened, requesting that 
the strike be postponed six months while the companies and the 


union negotiated a settlement under the leadership of the 


government. The action was in accord with the announced poli- 
ie + * 
ey of Cardenas to use the government as the arbiter and regu- 


@) 
lator of social existence. When negotiations threatened to 
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Policies of the Present Administration of Mexico, 28. | 
see also Thomson, "The Mexican Oil Dispute," in Foreign Policy , 


e 
Bulletin, XIV,°123, and March, "Mexico and. Oil," in in Labour 
Monthly, a Magazine of International Labour, uxt, 171. 
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break down in February, 1937, Cardenas again intervened, pro- 
mising to promulgate any contract reached by the conferees and 
make it compulsory. A four-month time limit was set for the 7] 


Ad: 
negotiations to reach completion. As the months passed, ne- 
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The Mexican News Letter, February 3, 1937. 
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gotiations on the contract had produced agreement on only 
twenty-one clauses out of 250 in the contract and the companies 
then presented their last proposal for settlement of the dis- 


pute. According to this plan, the offer of the companies 
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 varehi, "Mexico and Oi1," in Labour Monthly, a Magazine 
of International Labour, XXI, 171. "March declared “that the 
companies, during the six months, broke seventeen local agree- 
ments secured by aggressive union leadership prior to the dis- 
pute and that they provoked strikes in an effort to alienate 
public opinion from’ the laborers.~ ‘See ibid.,:»172.° See also 


De la selva, "Chronicle of Events Leading to the Expropriation 
of the Foreign-Owned Oil Industry by the Mexican Government, " 
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in Pa rty of the Mexican Revolution, Foreign Information Ser- 
e, Press Release 1, May 1, 1938, Be ~ 55 
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compared with the 1936 salaries of the workers as follows: 


Wages Unskilled Labor 1936 Offer 1937 
Basie wage (coast) 3.30 - 3.75 pesos °5.00°=" 5360 
Pay on rest days <o7 ie Gee? 200.202, 25 
Savings fund yemasge 22 70 216378 
Vacations -2OGee. gen 1,22 =91,35 
Housin ng +7 O-S4 T3700 
Total cash for eight hour day 4.47 = 5.09 9.62 -10.67 
Social benefits 222 - .24 236 - 40 
Total effective pay 4269 #25933 9.98 -11.07 
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Compania Mexicana de Petroleo, "Ei Aguila," ete al., 
=< Mexican Oil Strike of 1937: The Decision of” the | Labour 
eels : (ae GETS anes in i penn que sans ae. ear | 
yard, “appendices ii and iii. bi 


The salaries offered to the workers by the companies would 

have meant an increase of 9,500,000 pesos the first year in 
total cost of production, including 3,500,000 pesos for retro- 
active salary payments. To the workers of the coast were of- 
fered substantial raises and office workers were offered an 
average salary of 425.08 pesos per month. The number of perma- 


1 


nent workers the contract purposed to cover was 8,284. It 
pronosed to expend a total of 12,750,496.28 pesos for salaries 
in 1938 and 6,703,095.68 pesos for rest days, vacations, etc.; 
1,556,291.21 pesos for the savings fund at 8% interest; 
2,047,650.00 pesos for pensions; 273,372.00 pesos for overalls 
and laundry. The total was an increase of 23,330 5905. 17 pesos 
per year for the workers. The average expenditure by the com- 


panies per worker in 1938 was to be 2,816.38 vesos; per month 


the average worker was to receive 234.70 pesos; per day of 
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eight hours, 10.90 pesos. In addition 98.48 pesos for medical 


expense were to be spent per worker in 1938 and 16.94 pesos 
for general and cultural benefits, to bring the annual average 


salary to 2,931.80 pesos, or an average daily salary of 11.35 
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Proyecto Patronal de Tabulador de Salarios Que Se Pre- 


PLES Pa tronay | Que segues el Contrato 
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The average daily wage offered the oil worker compared ia 


with the 1936 average of 7.42 pesos very favorably. The aver- i 
age daily wage paid in mining was only 4.32 pesos, in light | 
iy 


and power 5.09 pesos. The average daily wage in the railroad 


is) 


industry in 1936 was 4.87 plus 35% for general social benefits. 
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Bl Aguila, The Mexican Oil Strike of 1937: The Economic \ 
Issue, 56-58, 
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The cost of living for oil workers, however, was declared to 


be so much higher in the oil regions that the actual wage was 


16 


lower than that of mining and railroad workers. Moreover, . 
16 


Secretarfa de Educacion Publica, sobre el Petrdleo de 

Mé3 : Conferencias, 85. The union figure for the average 

oil worker's wage was 3.30 pesos per day and the price he paid . 

| for milk was sixty centavos compared to twenty for the worker 

| in the Federal District; for charcoal he paid eighteen centa- 

| vos compared to the worker in the Federal District who paid 
ee seven centavos. See Mexican News Letter, November 26, 
1936. 
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the companies did not concede any points on management posi- 


Pe 


With the rejection of the company plan by the individual 


unions to which it was presented, negotiations failed and a 


Li 


strike was called for May 28, 1937, in the whole oil industry. 
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“Standard Oil of New Jersey, The Reply to Mexico, 27. 


fay 29, 1937, in which the original demands were greatly re- bill 


duced to thirty-four principal propositions, but this offer 


was repulsed by the companies which thereafter withdrew entire-=- 


18 ie 
ly from all negotiations. 


i f Events Leading to the Expro- 
priation of the Foreign-Owne il Industry by the Mexican 
Government," in Party of the Mexican Revolution, Foreign In- 
formation Service, Press Release 1, May 1, 1938, p. 5. 


De la Selva, “Chroni 


Since the companies had declared they could not meet la- 
bor's demands and since the strike was unpopular and after a 


few days resulted in kerosene and gasoline shortages over the 


country which threatened to precipitate a national emergency, 
the union on June 7, 1937, appealed to the Federal Board of 


Conciliation and Arbitration to adjudicate the conflict as an 


economic one in which the only issue was whether the companies 


X 


could economically afford to grant the contract. 


+? snenaeReol and Scroggs, The United States in World Af- 
Pairs.—1936, "p. ~232 See also Silva Herzog, £ , Petrdéleo Mexreano, 
101, and March, "Mexico and 0i1," in Labour Monthly, a Magazine 
of International Labour, XXI, 172. At the time the Mexican 


labor movement was Split and in some disfavor with Cardenas 

for which reason the companies may have judged a strike not 
likely, to be successful, . fo Jabory. the cir eo Pepresencea =o 
step in the unification of the oil workers even if all its de- 
mands were not realized. See "General Oil Strike in President's 
Hands after Week's Tie-Up," in Mexican Labor News; IT, 3. 
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The Federal Board agreed to take jurisdiction over the 
as an economic dispute and work was resumed June 9, 


1937. Under the law the 


® 
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Board had the power to designate ex- 
perts to study cases involving economic issues, to determine 
the condition of the business, and to recommend terms for set- 


m + | em 2 . ° > Qo 
tlement. the Board then was empowered to utilize this infor- 
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mation to lay down regulations which were to have the binding 
Rs P20 20 
foree of:a judiciads decd saon, The three experts designated 
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Weyl, Reconquest, of Mexico, 241. The companies opposed 
declaration of the struggle as one of economic conflict, 


1e 
ut, were.overruled.by the Board.. See, Thomson, . “The, Mexican 
Oil Dispute," in Foreign Policy Bullevin, £1) 224. 
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ma Conciliation and Arbitration were As- 
sistant Secretary of the Treasury Efrain Buenrostro, Assistant 
secretary of National Economy Mariano Moctezuma, and J. Silva 


lerzgog, a government economist and professor in the National 


ek 
University of Mexico. The task of the three experts was so 
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Thomson, !'The Mexican Oil Dispute," in, Fore ipem Policy 
Bulletin, XIV, 123. Prefessor Silva Herzog was alco a “Local 


communist professor," according to Waugh, Robbery Under Law, 


great that a whole staff of researchers, numbering eighty or 
one hundred and including economists, accountants, and statis- 
ticians, was set up.” Particular fieids of research were as- 
signed to Miguel Manterola Flores, Frederick Bach, Moises T. 
fia, José Lopez Portillo y Weber, Manuel J. Zevada, 
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Gustavo Ortega, Gilberto Loyo, Humberto Tejera, Macedonio Gar- ba 


tae 


ee 
far tinez Cabanas, Joaquin Ramirez Cabanas, hijo, 
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Manuel Aguilar Uranga, Jose B. Durand, and Adrian Reyes. 
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Silva Herzog, Petroleo Mexicano, 104. See also Amen-_ i 
dolla, Petroleo;.Urizenes ac la Segunda Independencia de Méexi- 
co, 34, and J. Silva Herzo "Mexico's Case in the Oil, Contro- 


“i 
versy," in International eoheI1 is Prom No. 345, p. 514 
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President Cardenas declared that both parties should be heard 
by the Board and that the exverts designated to analyze the 
situation were resvonsible and of good faith. He also stated 


that under the circumstances it could be hoped that both par- 


ity 


ties to the dispute would abide by the decision of the Board 


and that the government would enforce the decision reached in 


8) 


order to prevent the stoppage of oil production. 
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Lazaro Cardenas, Condiciones Economicas de Me 
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ne board of experts in studying the economic situation 


Tr! 


rm 


the companies and the justness of the workers! demands, 


reached their conclusions by exact data in some -instances and 


by estimates in others, since neither the companies nor the 
i 
on 
Pen oe coe pay aes ot ee 2 ee ae ; os ping nt m 
union furnished precise data for the figuring of costs. They 
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Silva Herzog, Petroleo Mexicano, 121, 
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completed their work in August, 1937, and compiled a million- 
ry C2 
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jord report on their findings. Among the words of the report 
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was included the statement that for Mexico the exploitation 


of her resources had for a long time been a source of turbulence 


4] 
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and international conflict originatin rom the attitude of re- 


beldia on the part of the companies toward the revolution. 


For which reason, the experts declared, Mexico proposed to make 


26 


effective the nationalization of the subsei lL. 


Informe Que Rinde a la Junta Federal, mimeograph, I, 
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Both companies and the union were notified August 8, 1937, 


that they had seventy-two hours in which to examine and raise 
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objections to the findings of the experts. Hearings before 
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De la Selva, "Chronicle of Events Leading to the Expro- 
priation of the Foreign-Owned Oil Industry by the Mexican \q 
Government," in Party of the Mexican Revolution, Foreign In- i 
formation Service, Press Release 1, May 1, 1938. 
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the full Labor Board began August 19, 1937. Representatives 

of the companies complained to Cardenas that the board of ex- | 
perts had reached erroneous conclusions, such as that El Agui- 
la was a part of the Royal Dutch Shell cartel, and a meeting 
between the Board and company representatives was held in Cdr- 
denas' office on September 2, 1937, where the experts demon- a. 
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their conclusions; The companies pre- 
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According to Silva Herzog, the manager of Hl Aguila was 

so angered at discovering that the Mexican investigators had 

read British publications and revorts of the great internation- | | 

al concerns, that he forgot the courtesy ordinarily exercised 

on such occasions and had to be reminded of his devoirs by 

oY ae ct ‘3 ty a: a 

Cardenas. See Silva Herzog, Petroleo Mexicano, 117. 
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be * 2 5 : 2 * * e be 
pared a brief in which they listed their objections to the 
| findings of the investigators and challenged their conclusions 


with statistics contrary to those of the experts. 


, bieciones de la Industria Petrolera al Informe y Dicta- 
men de la Comision Pericial. 
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After the report of the board of experts, the Federal 


Board of Conciliation and Arbitration heard the appeal of the | 


oil companies for further hearings and Special Group Seven of 


the Fedéral Board continued to investigate the situation until 


October 23, 1937." Special Group Seven consisted of one repre- 
sentative of labor, one of the companies, and a chairman from 


the Department of Labor, Gustavo Corona. The three members of 


Group Seven were taken at company expense to inspect conditions 
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in’ the: oilfields, “+ ‘anc’ 'on onée* SUCH Inspeceion tour au taueni— 
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“HT Aguila, “The Mexican’ Oil Strike ot 19373" ine Economie 


Issue, 41-43. See also The mson, "The Mexican Oil Dispute," 
in’ ForéienPoliey Reports) Xiv,“Lel. 
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tal the medical dispensary was found still wet with paint. 
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s 7 T 
ato de Trabajadores Petroleros, La Cuestion Petro- 
id to impress the visiting authorities, according 
Ibid. An aspect of the dispute explaining in 


- ° 
part the bitterness it released is depicted in Hivira Vargas, 
ee a an = 7 Ree 
o Que Vi en la Tierra del Petréleo, in which it was declared 


that no Mexican was permitted to enter the dining room built 
for American employees at the American-owned field, that Mexi- 
cans could not’ use’ the’ tennis’ courts’ or the” casinos,~and that 
both chlorinated water and the company schools were denied to 
two hundred families at Cacalilao because of their union acti- 
vities,. 
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Group Seven delayed issuing its decision on the matter 
until a twenty-four hour strike was called by the union in 


ee 
protest at the lengthy waiting period, Group Seven released 
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its report on December 18, 1937. 
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The award of Group Seven provided for less than one half 


the original union demands in regard to wages and services 


but upheld most of the union demands in regard to participation 

in management. The report left forty-nine groups of persons 

as confidential employees, about 1100 workers in the whole in- 

dustry. The award ordered a forty-hour week and one million 

pesos for medical service improvements with hospitals being 

maintained for each 1500 workers. The union demands on pensions 

and vacations were reduced but approved, as was the union demand 

on housing. Foreign technicians were to be replaced in three _ 4 
years and scholarshivs of 150 pesos a month were ordered for 


i 


fifty workers! children, The average daily wage of the oil 


Ae 
“Workers University of Mexico, The Oil Conflict in Mexi- 
CO, 25-28 


worker was increased to 8.83 pesos by the award compared to 


the 1936 average of approximately 6.97 pesos (or 7.42 pesos 
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according to e companies) in 193060. he total cost of the 
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~ Sindicato de Trabajadores Petroleros, La Cuestidn Petro- 


se 19. According to Bl Aguila the award of the labor board 


eave unskilled labor the following wage: 


Basic wage 5.29 pesos 
Rest days awle 
Savings fund ~ 74 
Housing 1.40 
Vacations dig 

Pay for eight hour 
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See El Aguila, The Mexican Oil aad aa 1937: The Decision 
of the Labour Board, appendix iv. Wages had already risen 
61.95% since 1934, accord: ing to the ‘companies. See ibid., 11. 
Average wages for oil field workers rose 48. 53% from “1934 to 


1937, according to Giokkie aw de México, El Petrdleo de Mexico, 
190. 


Sy 


award, according to Group Seven, would be 26,329,393 pesos 


(7,313,720 U.S.), 8,657,647 pesos for wages and 17,641,746 


mf » 4 2 3 5 . . 
pesos for social welfare benefits. The companies again vro- 


and Scroggs, United States in World Af. rosres | 

L938, also Thomson, "The Mexican Oil Dispute," in od 
ore; eports, KIV, 125; Standard O11 of New Jersey, | 
The Fine Ar f Squeezing, 13, and De la ag bes "Chronicle of 
Events Leading to the fxpropriation of the Foreign-Owned Oil 

Industry by the Mesa Government," in Party of the Mexican 
Revolution, Foreign Information Service, Press Release 1, May 
L, 1938. ; 
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tested, declaring a special tribunal had been set up and that 

the report was partial to labor and ignored company records 

anc statements of certified public accountants on their finan- 
The companies declared the action of Group Seven was il- 


legal since it enlarged the award to include demands not made 


re 


by the workers originally. The companies also stated that the 
ability of the industry to pay had been misrepresented and that 
the cost of the award had been underestimated, requiring 
41,247,022 pesos additional rather than 26,329,393. According 
to the companies the 26, 329,393 pesos éstimate was arrived ‘at 


a 


by calculations on 13,120 employees rather than the actual 


13,920 employees, on an annual payroll of 42,108,772.50 pesos 


rather than the actual 46,440,022.50 pesos, and ignored out- 
lays for sickness, vacations, etc., as part of the basic wages, 
overlooking the increase in the number of employees made ne- 


cessary by the forty-hour week and two hours extra pay for 
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night shift workers. Their managerial rights were destroyed 


Aguila, The Mexican Oil Strike of 1937: The Economie 


EWA 


r 
id 
Tssue, 45. According to Oo Rl Aguila the 1936 costs of ‘the. oil 


companies, the costs according to Group Seven's award, and the 
costs of the award according to the companies compared as fol- 
Lows: 

1936 Costs Group Seven's Company Estimate 

(pesos) Award of Award Costs 

Payroll 4,622,642 61,691,104 73,111 yoe 
Saving Fund 2,391,000 5,166,576 6 "216, 320 
Social Benefits Lois oe 6,466,958 Re 19355734 
Miscellaneous 171,520 2,141, 373 eB 3,120,355 
Total 15,136,619 75.460, 011 90, 383,051 


see Hi: Aguila, The Mexican Oil Strike of 193/72 The Decision 
of a Labour Board, appendix i. El Aguila declared the 

90, 383 3 O51 pesos “did not include fourteen million pesos for 
CARBERRY 6 pay to May 28, 1937, eight million pesos retroac- 
tive pay prior to May 28, 1937, nor 1,300,000 pesos strike 
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by the award, according to the companies, since workers were 
to serve on committees with company representatives to select 
medical staffs of the companies and since general managers 


to one a company with formerly confidential posi- 


a4 
any 
@ 
~ 
bol 
fe 
= 
| BE) 
r es 
ch 
cq) 
©. 
ie 


tions opened to union members. Furthermore, the companies ar- 
gued, the award violated labor contracts already in force and 


respected by the companies. The companies also denied being 
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responsible for the conrlict, 
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Shepardson and Scroggs, United States in World Affairs: 
mee DD. 235-236. See also El Aguila, The Mexican Oil Strike 
of 1937: The Decision of the Labour Board, ll. 
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The companies appealed to the courts from the decision 

of the Labor Board and on December 31, 1937, the Board ruled 
that the terms of the award should be suspended until the de- 
cision of the Supreme Court and ordered the companies to post 
bond to answer for liability in case the decision of the Court 
should be against their appeal. The companies refused to 
pledge their assets as bond but, instead, on January 25, 1938, 

made bond of three million pesos through a private investment 


8 
company. The companies! amparo suit arrived February 2, 1938, 


a a rod 


38D 6 la Selva, "Chronicle of Events Leading to the Expro- 
priation of the Foreign-Owned Oil Industry by the Mexican 
Government," in Party of the Mexican Revolution, Foreign In- 
formation Service, Press Release 1, May l, 1938, PencGs a] The 
president of Standard Oil of New Jersey conferred with Cardenas 
in January, 1938, but no agreement was reached. See Kluckhorn, 
The Mexican Challenge, 112. 
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before the Supreme Cour The Supreme Court accepted the 
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Sage Nap lie k and Scroggs, United States in World Affairs: 
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1938, p. 234. See also Thomson, "The, Mexiean Oil Dispute. in 
Foreign Policy Reports, XIV, 125, 
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petition of the companies and considered the case until March 


1, 1938. During the interval the Supreme Court was criticized 


as being subservient to the executive branch of the government 


LO 


Since judges! terms were for only six years. 


Thomson, "The Mexican Oil Dispute," in Foreign Policy 
Reports, Ai¥y sheds 


The oil workers issued a manifesto to the country on 
February 5, 1938, calling for country-wide support of the 
workers in the dispute. Meetings were organized to form peti- 
tions to the Supreme Court asking a decision favorable to the 
oil workers. Vicente Lombardo Toledano, secretary general of 
the C.T.M., had spoken before the national council of the union 
on January , 1938, declaring that the companies had withdrawn 
funds from Mexico and had even tried to move some equipment. 
Toledano declared that Mexico was in a critical moment while 
it awaited the final political act of the companies, but he 
stated that Cardenas would not yield before the imperialistic 
pressures and could not retreat from enforcement of the law 


Ly 
of the country when the companies refused to obey it. 


aE A A NINN RE RD eT 


Confederacion de Trabajadores de México, C.T.M.. -1936- 
1941, pp. 535-536. The head of the legal department of Huas- 
teca from 1919-1938 stated that by December, 1937, the oil 
companies removed from Mexico all the cash they could and that 
Mexican capitalists began to export capital in August, 1937, 
some 85,000,000 pesos fleeing the country. See McMahon, Two 
Strikes and Out, 117. 


EL SE a ES NL RE RET RR EA aE A AON 8 SR ORD ANCE NO RPE EAR ARLE DR RE SANE IE RR ES Sn a NR SS SIRES RS SS rom 6 Som etm Sen ig mm 


A general convocation of the C.1T.M. was called and mass 


374 


meetings of union sections were assembled all over the country. 
The C.T.M. demanded that the Court return a favorable decision 
and a workers! parade entered the halls of the Supreme Court 
building carrying banners protesting the companies' action and 
asking a favorable court decision. President Cé&rdenas address- 
ed the union assembly and warned that Mexico would resist, even 
at the cost of economic sacrifice, the efforts of the oil com- 
panies to break Mexico's will by creating unrest and alarm 
through propaganda, withdrawal of deposits, restriction of cre- 
dit, and other means. Serious difficulties could be avoided, | 
Cérdenas declared, since the people were united and workers 


| 
I 
42 } 


anc peasants were solidly with the government. 
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“confederacién de Trabajadores de México, C.2.M. 1936- 
1941, p. 507. The peasantry had been armed to protect its 
newly- granted lands beginning in December, 1936. See The Mexi- 
can News Letter, December 19, 1936, p. fol 


The Jefe de Trabajo spoke before a section of the oil 
workers! union at Poza Rica February 4, 1938, declaring that 
the government's attitude would be determined by that of the 


3 
companies. Vicente Toledano spoke to the general convocation 
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331 Aguila, The Mexican Oil Strike of 1937: The Expropria- 
ory Decree, LG=22, See also Vargas, gas, Lo Que Vi en la Tierra 
ant Petréleo, 33. 
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Lh 
of the C.T.M. on February 22, 1938, declaring: 


The oil companies have used all their machinations; not 
a single dollar nor pound sterling belonging to the com- | 
oanies is in the banks of Mexico. Besides having with- 


through their association with the 

Asociacion a de Banque ras, they have created an 
artificial atmosphere of fear and dread among the timorous 
proprietors so ced the majority have withdrawn their 
funds from the banks and have left a financial vacuum.... 
I have the conviction that Friday the Supreme Court will , 


drawn their funds 


Cc) 
3.5 
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confi rm the judgment of the Federal Committee of Concilia- | 
tion and Arbitration. After the verdict, what is going 
to happen? There will come a moment, comrades, it seems q 
inevitable, that the oil companies will have to be replaced 1 
by the representatives of the state and of Mexican workers | 
in order to maintain production of oil. We are ready to | 
assume the ee ae economic, legal, moral, and histori- 
| cal responsibility which is due a neorilie of free men.... | q 
But this act will have grave consequences for Mexico, yet 
it could not be otherwise, there is no other way for us. ot 
To whom will we sell the oil if the two great cartels, ! 
Standard Oil and Royal Dutch, owners of all the tankers, 
should make difficulties for the collection of Mexican oil? 


Onee the businesses are in the ne ancs of the government and 

workers, what other means will the companies use to worsen 

the artificial crisis they have created? Will they not 

use, in a sense, sabotage to lessen the federal revenues? | 
It could be that federal income will be reduced, public 


works lessened, unemployment increased and an armed upri- 
sing among certain groups, like Saturnillo Cedillo. All 
this could happen but it may not, for England's oil supply 


in the Near East is in great danger. On the other hand, Reh tH 
Mexican oil would be available to England, could always be f t 
reached... Would Fngland dare leave Mexico in order to found - 
a program of rearmament on an oil supply threatened by 

Italy? We shall see in a few weeks. What the National 
Geimit eee of C.T.M. wishes to know is this: Is the prole- | 


tariat of Mexico ready to make a sacrifice, whatever it 
may be, to defend the autonomy of Mexico? Is the Mexican 
proletariat ready to take up arms to defend itself against 


reaction and imperialism? , 
ta 
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Confederacién de Trabajadores de Mexico, C.2.M. 1936- | 
oy 
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This speech raised doubts as to the secrecy of the Court's : 


deliberations since Justice Xavier Icaza was an intimate friend 


376 


of Toiltettano *sy The companies protested the provriety of 
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Reconquest of Mexico, 297. 9 
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Justice Icaza's sitting and subsequently the Justice excused 


himself from varticipating in the decision after a speech in 


which he declared that he did so because he had intervened 
personally in the struggle which he considered one of serious ; 
political character of international significance, a part of | 


6 | 


the struggle against imperialism. } 


Hl Aguila, The Mexican Oil Strike of 1937: The Expropri- 


IS ia Hi 
atory Decree, 22-25. Interest ingly enough a scurrilous pamph- 
let accusing. the pres ident of the labor group of the Supreme 
Court, Salomon Gonza SLez Z Blanco, of being underage when named . 
to thenpost, oftiying ae conceal it, of notorious: immorality, | 
anc of ignorance of the se was published as an open letter to 
the Chief Justice of the Court on January 15, 1938. See A. 
Daa] ie 


nes Quintana, Los doh be Petroleros en la Suprema Corte de t 
7 ae srveh sao as ee ee Se Tonene 

Joe peso Acusa. ecion Presentada en contra del Ministro Salomén i 
Gonzal C . te de la Sala de Traba > el Honor Ph 
Gonzalez Blanco, Presidente de sala de abajo por el Honor | 
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de la Justicia Nacional. it 
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The Court in rendering its decision on March 1, 1938, | 


simply read and voted its approval publicly of each section of 


the decision, contrary to the usual custom of a public discus- 


pe f 


sion of the points of law in the verdict. In its judgment 
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El Aguila, The Mexican Oil Strike of 1937: The Expropri- 
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48 
the Supreme Court declared: 4 


The Svecial Board No. 7 is competent to hear the case since 4 
the Plenum declared it so and the Special Group is a part i 
of the Plenum and could not contest its decision.... The 
designation of Licentiate Gustavo Corona to serve after | 
the withdrawal of Board President Licentiate Romeo Leon 
| Orantes was legal since the law provides for the Chief of 
| the Labor Department to appoint a substitute, as was done . 
in this case. Therefore the Special Board was not a spe- 
cial tribunal, as the companies claim.... The injury al- 
legged from the Board's extending its awards~beyond those | 
asked by the union is denied since the law empowers the 
board to fix such conditions in economic conflicts.... 
The Boards are under no compulsion to limit themselves in | 
such cases...» The oil contract was voided when both par- 
ties negotiated a new one, and agreeing so to negotiate 
and failing, the workers! appeal to the government and its 
judgment cannot be held to violate the old contract.... | 
The claim of the companies that "economic conflict" is for | 
employers, not employees, is unfounded since the nature of ty 
the conflict, not the parties to it, must determine that 
and it is undeniable that the situation is identical when IV 
a union requests new working concitions or when a company 
does.... When the workers present a petition it is the ij 
real situation of the industry which must be investigated r | 
and so in the case of the employer petition.... The Su- ) | 
preme Court cannot review the decision of the Board as to 
the financial situation of the companies but only deter- 
mine if the Board followed procedure established by law.... 
The companies are obligated to pay no more than 26,329,393 Bey 
pesos and have to comply with the order only up to this iy . 
amount; until it is demonstrated that the order requires 
greater expenditures, no violation of rights has ocecurred.... 
The order of the Board concerning technicians does not vio- i 
late the spirit of the labor law, for the 90% figure re- 
quired for nationals in enterprises is a minimum, not a | 
maximum, and all countries protect their nationals against 
foreign technicians.... The order for salary adjustments 
to be made from May 28, 1937, is not retroactive for in a 
Gispute of economic order it is supposed that a disequili- | 
brium exists between wages and profits and logically the 
disequilibrium should be adjusted as of the time of its | 
riginationst .. 
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Workers University of Mexico, The Oil Conflict in Mexi- 
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The Court, therefore, upheld the award of the labor board 


enying amparo to the companies. The Board set March 7, 
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1936, as the final date for the companies to adhere to the award 
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but the companies reopened negotiations ¢i 


hy 


rectly with the execu- 


tive branch of the government. 
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Shepardson and Scroggs, United States in World Affairs: 
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The issue between the companies and labor was ba 
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control of the oil industry. The companies argued financial | 
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9,329,393 pesos the award required “where— 
as the board of experts had found the companies financially 

Jed expense. Further, the companies argued 

that the experts had miscalculated the amount which the award 

hn had been examined by the board of j 
experts was that of the real earnings of the oil companies. Pill a 
Since -the, dispute had-been declared .one .of economic .order, the 


settlement in favor of companies or workers hinged ‘q 


on the ability of the companies to pay. In determining the fi- | 
nancial status of the companies the board of experts had stud- | 
ied the years 1934-1936. Earnings of the companies on their 

capital investment were difficult to measure since the capital q 
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was estimated at widely varying figures. According 
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to the oil companies, g it on unamortized capital in- 


oO 


perts! figure for such profit was 81%. A board of neutral 


auditors called in by the companies calculated that the average 


Q -~ 
1928-1937, 


eturn to the companies over the ten year period, 


had been 4¢% ver year. Still another estimate of profit showed 


hat the combined earnings of twenty-five oil companies, 1927- 


4 pe i on > 79°92 9% of o, A ~~ ~} ans 
averaged an annual return of 5.2% on invested capital 
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th cash dividends averaging 4 nnualt iny of the varying 
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4 ce Bs Ane = 4 Cp ogee ees roe yf ye 3 oe 
est tes, however, exceeded considerably thé 1.2, earned on 


s . 


capital invested in the United States oil industry in 1935. 
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563; and Richberg, The kh Mexican Oil Seizure, 2 

hand ii-official government corporations such as ieee 

de Mexico, S.A. and Banco Hipotecario de Obras” y Bienes Raices 
earned from 6-10% or over in 1936 while privately owned utili- 


r 
es, banks, insurance a ere ete., earned from 10-16% on 
iy Kl Ag gyi ies The Mexican Oil Strike of 
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In the final analysis vroduction was the answer to the 
problem of whether the comvanies could pay. Total production 


of Mexican crude in 1934 was 38,171,946 barrels; in 1935 pro- 


barrels were produced.” The total crude production for the 
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The major exvorting companies were Hl Aguila which shipped 


45,094,247 barrels in the three years, 62% of petroleum products 


— 


exported. Huasteca sent from. Me ,419 barrels of oil 
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products, 18% of all exportations of petroleum goods. Accord-= 


a aR 


56 


on ° sr ih * TA vr A: ~ ze ° 
Gobierno de México, El Petrdédleo de México, 146. 
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ing to Manterola, El Aguila earned a profit of 42,704, 228.90 
pesos on oil in 1936 alone, although El Aguila claimed to have 
earned only 14,024,527.81 pesos. The difference in estimates 
of profit was primarily due to El Aguila's selling to its in- 
ternational affiliates at a price below the world market. El 
Aguila in 1936 s01d all the oil it delivered on ship in Mexican 
sto? the Ragle Oil and Shipping Company, a subsidiary of 
the Canadian Eagle Oil Company, at a orice of 2.07 pesos per 
barrel with a 5% discount or a net price of 1.96 pesos. The 
same year Huasteca shipped over two million barrels at 3.19 
pesos per barrel. The world price at the time was 3.28 pesos 


per barrel. At El Aguila'ts price the oil exported brought 
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Manterola, ta Industria del Petroleo en Mexico, 301. 
See also Silva Herzog, Petréleo Mexicano, 115. 


32,002,064.64 pesos; shipped at Huasteca's price, it would have 


brought 52,084,992.96 pesos. At the world market price it 


would have brought almost 10% more. El Aguila defended the 
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price received per barrel for its petroleum by declaring that 
the great difference was due to the lower price received for 
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large volume, tank-car lots of petroleum sold abroad. Accord- 


“"EL Aguila, The Nexi can Oil Strike of 1937: (May 28-June 


9 )5. pe Ferret Aeuila' defense of the prices charged for oil 

was supported by la SamBARS from leadi ing shipving companies 

but these were rejected as evidence of collusion. See ibid. 

10. In this connection it should be noted that El Aguila alone 

exoorted more oil in 1936 than the whole industry in the United 
iy 


States, 8,576,211 barrels for El Aguila to 3 104,902 barrels 
for the United States. See Objeciones de la Industria Petro- 
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ing to El Aguila, the actual dock-side price per barrel for 


oil at New York was $1.00 (U.S.) or 3.60 pesos when the trade 


publication price was $1.35 (U.S.) or 4.86 pesos, a difference 


ference between El Aguila's price and that 


; ke of 1937: (May 28-June 
can covernment eh ad out that if off 
or quo ota were not actual prices but only opinions of 
the publishers » no such declaration was made by the journals 
Lett sh May, 1937, when a note so declared in the Oil and Gas 
Journal. The average price declared by the companies themsel- 


ves to be the real price for oil sold in large quantities, 
August-December, 1936, was the same as that given as the aver- 
age for 1936 by the Oil and Gas Journal. See Gobierno de Méxi- 
co, El Petrdéleo de México, 181 fn. and 183 fn. 
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The Mexican government further alleged that not only did 


anies conceal their true earnings by selling at arti- 
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subsidiaries but also took large 


sums unobserved and untaxed from Mexico by charging to 1934- 
1930 costs which were not actually borne in those years. This 
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lone by making recharges for depreciation and amortiz 
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ation 
through revaluing properties when currency exchange rates fluc- 
tuateds; by hiding income through the use of special accounts 
such as El Aguila'ts cambios en suspenso3; by recharges of pur- 
chasing prices as in the case of Standard Oil of California 
which charged very high prices for materials theoretically sent 
to its Mexican subsidiary, which materials in reality were 


y from El Aguila at low prices and the i 
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businesses in their offices abroad when in reality most trans- 
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actions were made in Mexico. \ecording to Manterola, the 
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iad lanterola, La Industria del Petrdleo en México, 302-304 
El Aguila maintained that practically the whole cost of pro- 
duction was represented by the amortization of deferred charges 
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obtain specifi n the industry. See 
EL sues wane i exican Oil Strike of 1937: (May 28-June 9), p. 
O@~ec Hui pany counterclaims in regard to the experts! 
figures a Jas seen in Objeciones dela» Industria Petrolera al 
Informe y Dictamen de la Comisién Pericial. 


real earnings of El Aguila, squeezed dry of all concealed gold, 
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were as follows, 1934-1936 
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The board of experts disallowed as costs such items in El Agui- 
lats accounting of 13,336,183.81 pesos for "diverse" expenses 
in 1935, while Huasteca's books showed a charge o 


593,397.80 pesos for such an item. Also disallowed as expenses 


was the account labeled cambios en suspenso in Bl Aguila's books. 
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n 1935 this item received 1,700,368.53 pesos in El Aguila's 


books while the same year Huasteca carried only 63,092.80 pesos | 
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For all major companies involved in the dispute--El Agui- 
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la, Huasteca, Pierce, California Standard, Agwi, Penn Mex, Stan- 
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ford Oil, Richmond 0i1, La Imperial, Imperio, Mexican Sinclair, | 
{ : 
Consolidated Oil, and Sabalo--profits according to the govern- 


ment and according to the companies, 1934-1936, were as fol- 
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1934 20s 5323 621.37 30, 947,158.88 91,479, 780.25 | 
1935 27,658, 940.49 34, 309 1079.63 61 1268; 020. 12 I, 
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Total 68,900, 007.27 100,115,136.41.. .169,015,143.6 
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The total cost of operations for the companies in 1936 was set | 
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303.10 pesos by the Mexican government. Of this. sum, 
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pesos were charged to wages and salaries for 18,006 


Mexican government, prorit each year, 


been greater than the total amount expended for 
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Hven the company figures showed a 


ach year approximate to half the sum paid for wages and f 
es. The added wages and services order to be paid by the 


companies in the decision of Group Seven amounted only to 


26,329,393 pesos according to the government. According to El 
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Aguila, the added exnense would have been 41,247,032 pesos with 


nine million vesos added the first year for 
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award the total company expenditures for employees would have 
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reached roughly 75,000,000 pesos yearly. In either ca 
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Silva Herzog, Petroleo Mexicano, 215. Or ninety millions, 
according to the companies. 
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complaints were made against him by union workers and promotions 
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were to be strictly on a seniority basis. Reductions in staffs 
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were to eliminate yn-union employees first. Workers expelled 
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by the union were to be discharged at once... All foreign techni- 


cians were to be replaced by Mexicans within three years. 
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o the oil companies the labor board award was not the 
result of over-zealous activity on the part of labor leaders 


but. a deliberate step taken for the national i2at.on ef ties. 
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world, and the threats of strikes against an industry pictu 
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as rapacious, were all the development of a previously conceived 
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1937, after the report of the board of experts, the companies 


of American capital turn 
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once more to the Department of State 
of the United States and reported that it was apparent that the 


objective of Mexico was to take over the oil industry at a low 


orice by reducing the value of the properties through regula- 
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tion, labor awards, and price fixing. The oil companies be- 
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‘ichberg, The Mexican Oil Seizure, 30. 
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“Kluckhorn, The Mexican Challenge, 108. 


The actions of the Mexican government during 1937 in re- q 
gard to property gave the companies some reason to fear. The \ 
Railways were expropriated in June, 1937, with foreign 
creditors denied the right to intervene in management. The 
management of the railway was vested in the workers on May l, 


1935, under. a committee elected by the union. Large-scale 
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divisions of agricultural lands were made in the henequen-pro- 


ducing region of Yucatan in August, 1937, and in the fall in 
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the Yaqui River Valley. The government announced October 22, 
7, that in three years twenty-five million acres carved from 


outed among 569,000 peasants and 
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organized into 5,985 ejidos. Some 350,000 acres of oil lands 


under lease to Standard Oil of California were nationalized on 


November 4, 1937, although at virtually the same time the rich 
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tica concession was let to El Aguila. 
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The contract with Hl Aguila, according to Cardenas, had 
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rt of aid to Mexican companies for the ex- 


bsoil by means of contracts 


tract with Hl Aguila the right of the government to the oil in 
the subsoil and its power to fix the terms of all kinds of con- 


cessions, even confirmatory ones, to meet the interests of the 
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9 deal whereby the Mexican govern- 
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ing revived from a low of $68,000,000 in 1933. ~ The oil pro- 
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duction tax yielded a four-year high in 1937 of 10,591,177 pe- | 
os. Eleven refineries were in operation although only four 


were complete refineries and three of those were El Aguila! 


In general the oil industry was prospering, along with Mexico, 
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in 7937. Deposits in commercial banks were 321,000,000 pesos 
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1ed 55,000,000 pesos, up from five millions in 1931. The 
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indices of crude and refined oil production were 104.98 and 


277567 (1929 100). Gasoline consumption within Me 
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League of Nations,, Monthly Bulletin of Statistics, XX, 
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inereased by 1937 to 368.4% of the amount consumed in 1926. 
The value of both expor and imports was at its highest since 
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Mexican crude oil productio 
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barrels, 2.20% of the world total and greatest production since 


1928. Production of refined gasoline was 7 259,000 barrels in 
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1937, double that of even 1923. Exportations of crude petroleum 


and its derivatives were valued in 1937 at 162,343,861 pesos. 
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Flourishing economic conditions were also indicated by the high 


level of general exports from Mexico in 1937 (140.86 of the 


1929-1923 level) and by the level of industrial production 
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he appeal of the oil companies to the Supreme Court for 
amparo against the award of the Labor Board and the rejection 
of their appeal as unjustified produced no measurable change 

in their attitude in the controversy. In fact, on March 2 
1935, the companies issued a joint public statement in which 
they declared that they were unable to obey tk 
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ed by the Labor Board were such that the 
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of Mexi labor contracts. Rather ominously 
they wnounced that the decision of the Court was regretable 
and was b to have se consequences for all who were de- 
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formed C4rdenas that they might be able to meet the financial 
aspect of the award if other items such as those connected with 
supervisory employees were suspended. This offer was made a 
week before expropriation. It was repeated one hour before 
actual exvropriation. The companies! lawyers also dealt direct- | 
ly with the union, indicating willingness to pay the amount of 
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the award if the settlement in other matters was on their terms. 
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Since the courts had already upheld .the award, those offers if 
were rejected. In the meanwhile the Federal Board of Concilia- 4 
tion and Arbitration orcered the funds of the companies held 

under injunction as bond for 813,000 pesos due the workers as 
a result of the strike from May 28-June 9, 1937. The companies! Na 
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funds on deposit at the time of the order were 670, OOO pesos. 
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The impasse between oil comvanies and government provoked 
a sovecial meeting of the Bloque Nacional Revolucionario in the 
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Camara de Diputados which passed resolutions supporting the 


government. The Pe cota cHs declared that any organization in 


xico was obligated to accept a judgement of the Supreme Court, 


according to international treaties. The bloc added that th 


situation in Mexico was of international importance and that 
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the threats of the oil companies to withdraw from Mexico would 


give Mexico the opportunity to nationalize the industry. The 
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"Los Diputados Apayan con Firmeza al Gral. Cardenas," in 
El Universal, March 8, 1938, p. 6. | 
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and to threaten the sovereignty of the country. The oil com- f é 
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ment with no other road to take than that which the law pointed | 
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out, Cardenas warned. The situation, Cardenas declared, pre- 

sented Mexico with an unparalleled ovnportunity to make itself 

truly independent politically and economically,.to.free.itself 
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of the constant intervention which the oil companies had mad 
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government to deny undue privileges to the companies and what- 


ever circumstances might result could be met and solved by i" 


Mexieo vwihthout i fear sefcinbernational sconrliete 


eR eee ne = RTE CT ER Re SA re TERE AL ERENT REE SS RN EEN RAR CE RE Re NR A tm Cm RR SE I eR ee are, a te ONE 


CO 


"El Presidente de la Replblica Habla de la Situacion 
Actual," in El Universal, March 9, 1938, p. 1. See also "La 
Cuestion Petrolera," in BL Universal, March 10, 1938, p. 3, 
and Workers University of Mexico, The poem Conflict in Mexica, 
77-78, Cardenas also is supposed to have stated that if the 
oil wells were an obstacle to the preservation of national 
dignity, Mexico would burn them. See Angel Menéndez, Ideas y 
Direcciones Politicas, 50, and Mauricio Fresco, Synthése du 
Conflit du Pétrole au Mexigque. 
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Cardenas was visited by the National Committee of the 
C.T.M. and the Executive Committee of the Oil Workers' Union, 
which declared that the proletariat wished to reiterate its 
full support of the government in the conflict with the oil 
companies and to vledge willingness to make any necessary sacri 
fice to maintain the dignity of Mexico. The Federation of Tea- 
chers in the Federal District also sent Cardenas a message of 
support for his attitude, which showed his desire to benefit 
the masses. 
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"El Laudo Se Cumplird," in El Universal, March 9, 1938, 
p.- 1. See also "Incidente Sensacional en el Conflicto de los 
Petroleros," in EL Universal, March 17, 1938, p. 15. 
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tario de Comunicaciones Francisco Mugica requesting that a 


stirring manifesto be drafted to touch the hearts of the Mexi- 
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Since the production of petroleum was intimately tied with 


y Pa eNren EI a ee & : a ay oe S a) : * = 3 
the economic and social interests of Mexico, for on, it depended 


trai iture. directly, the necessity,. even. duty, 
ete intervene to prevent the industry's us 
of ruthless methods against its opposition (Mexican society) 


was clear, in the government's view. In fact, the aim of 
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Secretaria de la Economia Nacional, "La Intervencion del 
BRstado en los Procesos de Produecion, a in Revista de Industria, 
T, 3-4, and Octavio } Rodriguez y Manuel Sanz, “MPetroleo: El 
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Petréleo Como Fuente Productora de Energia Matriz," in Revista 
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de México, C.T.M. 1936-1941, p. 527. 

the various Mexican governments for years had been to place an 

industry so important to the economy under national control, 

particularly since the efforts of the oil companies to exert a 

power, political and economic, greater than that of the state 

was dangerous. The intention had been to accomplish the che | q 
jective gracually by creating a national organization to ex- . 
ploit federal reserves and slowly to expand it to produce most ia 
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of the oil of Mexico. The evolutionary process was made im- 


1 
possible by the dispute of 1937-1938. 
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Bureau of Information of the Mexican Government, Oil: 
Mexico's Position, 5. 
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Secretario de Hacienda Eduardo Sudérez declared that Mexi- 
co's policy toward foreign capital had not changed, that such 
capital was welcome but had to obey Mexican laws and co-operate 
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with the’state. Nationalization, the alternative in the oil 
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Fect Mexico's credit, increase her debt, and antagonize for- 

eign capital. Since Mexican capital did not exist and capital 

as needed by Mexico, El Excelsior felt that Mexico could only 

victimize herself by her ignorance if she drove foreign capital 

ade See "Kl Capital Extranjero y Sus Perspectivas," «in: BL 
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According to the Mexican Supreme Court in 1936 public utility 


involve- 


otect society. 
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was of three types: public utility in the strict sense, social 


utility (the need to satisfy at once and directly the needs of 
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a social class), and national utility which required an emer- 
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Government of Mexico, The True Facts, 109. 
state alone would be capable of knowing when public necessity 


was sufficiently drastic to require expropriation, and the na- 


ves) 


tional courts (according to the Permanent Court of Internation- 
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al Justice) would be the only interpreters of the national le- 
gislation so long as those affected, aliens included, received 


benefit of the remedies offered by the state. That would 
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be true even if procedure were different from that of the alien's 


home state, assuming the standards were not below those of the 
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general level of civilized states. 


~, 189-1943 227. See also Gonzalez Ramirez, El Petro- 
leo Mexicano, 120, and Green H. Hackworth, Digest of Interna- 
tional Law, V, 471-472. In 1936 a strike left Mexico City 
j or electric power for ten days but did not result 
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in expropriation of those utilities despite the public emergen- 
cy, however. See Hl Aguila, The Mexican Oil Strike of 1937: 
The Expropriatory Decree, 43. 
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The stand taken by the oil companies in refusing to obey 
the mandates of ... the Supreme Court ... impose upon the 
Executive of the Union the duty of seeking .s. an effi- 

cient remedy that shall, oncesand for all J... .-prevent»the 


judgments of our courts from being made null and void.... 
It is obvious that the problem propounded to the Executive 
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Power of the Nation by the Oil Companies ... is not merely 
: > involving execution of judgment, but a final situa- 
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It is with sincere appreciation that I have received your 
eloquent message on behalf of the Thirty-Seventh Congress 
of Mexico, uniting with me in expressing the common aspir- 
ation of the peoples of the New World for justice and 
common determination to solve our problems 


O 
friendly cooperation. It .is our pres 
mutually to apply these principles of 
to the tasks confronting us, and Iam 
s will be carried to a sat 

oO tf esire i 


S 
sory conclusion respor 
BD 


a nn ae ee eR NE RR REE cee RR REE RR NE AR TN OD A TTS APRA SRS I eA ND ee 


ee RE AU RA A RRR EL SA A OER AE ERT MN RT I OE AON ON SN NN A ID TN ES RR SE oe a a cro 


propriation 


\ 
2 
2 
= 
by 
| 
wt 
4 
5 
a a 
, 
D 
1) 
T) 
AU 
j} 
D 
OQ 
et | 
Ww 
cr 
D 
er 
3 
») 
Saal 
3 
oO 
a 
O 
Pa 
o 


of the oil properties. In addition, the C.1I.0. in the United 
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The exchange of pleasantries did not generate universal 
> a. > / 


enthusiasm in Mexico for the United States. Gomez Robled 

rather sourly observed that there was no more occasion to be 
enthusiastic when Franklin Roosevelt recognized the norms of 
international law than when the Shah of Persia did. See Gomez 
Robledo, Etopeya del Monroismo, 114. The cordialities exchanged 
dic produce a rumor that Cardenas acted on expropriation after 
receiving the prior consent of the President of jhe United 
States. This was a lie, according to Angel Menéndez, ideas “y 
Direcciones Politicas, 56--perhaps a product of Cardenas! appar- 


ently sincere guestion to a group of foreign correspondents 
whether Roosevelt was not planning to expropriate the oil in- 
dustry in the United States. See Kluckhorn, The Mexican Chal- 
lenge, 49. Ambass ador Daniels denied that the “United States 
was aes med beforehand of the expr opriation, stating that it 


came entirely unexpectedly. See Frank L. Kluckhorn, “Envoy 

Says Meddido Caught U.S. Asleep," in The New York Times, March 
21, 1938, p. 5. Cardenas night have been influenced by a Roose- 
velt speech, noted in Mexico, declaring that it was in essence 
fascism for a group or an individual to control government and 
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that such private pvower was increasing and without eo shah in 
history. , See J. M.. Puig Casaurac, Galetea .Reb 
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cession granted to El Aguila in late 1937. Since the Medi- 
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terranean was insecure, the British fleet potentially was de- 
pendent on American oil for its supply and if Mexico succeeded 


in her nationalization, the other chief. source, Venezuela, 
45 
could be influenced dangerously by her example. Britain was 


a oe 


45 } 
"Mexico May Sell O11 .to Japanese," in The New York Times, 
March 26, 1938, p. 3. See also Thomas Curtin, "Black Gold in 
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inclined to count Mexican oil as a part of her reserves and its 
loss provoked a member of parliament to ask the government if 


the full meaning of the loss of an oil supply which did not 


have to cross the Mediterranean was realized by the government. 
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é Lopez Portillo, "Las Reservas Petroleras Mexicanas," 
ade Industrie, 1, tas 
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The substantial loss to British investors was not overlooked 
by one correspondent to the London Times who declared that if 
Mexico's venture was successful, security for British investors 


everywhere in the world would be lost. 
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"Letters to the Editor," in The Times (London), March 24, 
1936, Be Le: 
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Mexican note to Britain, April 26, 19 
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Mexico rejected completely the British contention that a 
foreign state could intervene in the interest of the British 
stockholders in a Mexican corporation, maintaining that Hl Agui- 
la was a Mexican company exclusively under the jurisdiction of 


Mexican law and pointing out that the cases in international 


law upholding the British view were exceptions to the rule : 
56 ; 
rather than the rule. British Undersecretary of Foreig 
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Enriquez, Problemas Internacionales, 623; Thomson, "The Mexican 
Oil Dispute," in Foreign Policy Reports, XIV, 1293; and Con- 


i 
Government of Mexico, The True Facts, 231-234. See also i] 

a 
federacion de Trabajadores de México, C.T.M. 1936-1941, p. 597. " 


Affairs Richard Butler announced that the marketing of oil from 
Wal 
the exoropriated properties by British subjects would be embar- 


57 
* 5 . s 7 s TT > f = ° 
rassing to the British government. By May 11, 1938, the Bri- 
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Thomson, "The Mexican Oil Dispute," in Foreign Policy 
Reports, XIV, 129. 


tish government had prepared an answer to the Mexican govern- 
ment. The note dealt not directly with the expropriation but 


with an overdue payment on the settlement of special claims 


made between Mexico and Britain in 1935. Under the terms of 


“ug 


the agreement Mexico had consented to pay Britain 3,795,697. 53 
pesos in eleven annual installments, of which the first two had 
been paid promptly. In May, 1938, the third installment was 
four months overdue, the British government pointed out, and 
therefore Britain demanded immediate payment of 370,962.71 pe- 
sos, at the same time analyzing the Mexican debt and implying 
that Mexico was not financially able to pay--a thoroughly in- 


58 
sulting attitude.” Mexico responded quickly to the goad, sent a 


Bené Marchand, L'Effort Democratique du Mexique, 171. 
See also British note to Mexico, May il, 1938, in Curtis (ed. ), 
Documents on International Affairs, 1938 2, 469-471; Thomson iz 
"The Mexican Oil .Dispute, "-in Foreign Barice Reports, hives sc ] 
i 
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1938. De O46, Betty Kirk declared that she informed the Bri- 

tish Ambassador that the check Britain demanded in its note 

(for less than $100,000 U.S.) was on the way before the Bri- 

tish note was sent, but the embassy sent it on anyway. See 

Kirk, Covering the’ Mexican Front, 192... The British Trade Union ie 
Congress resolved sympathy with the Mexican labor unions in | 
GD he struggle, however. rs: Confederacién de Trabajadores de 


México, ¢ -T.M. 1936-1941, p. 597, and Third Diplomatic Note 
from British ~ Government and Reply from Mexi Mexican Government i in 


Connection on with Ol Industry Expropriation. 


a check for 361,737.17 pesos (the correct sum, according to 
Mexico) with a sharp remark concerning the failure of Britain 
promptly to pay its war debt to the United States (for consider- 
ably more than $100,000 U.S.), declared the attitude of Britain 
in the oil question was unfriendly and her analysis of Mexican 
finances impertinent, and recalled the Mexican Ambassador from 


London. The British government was left with no alternative | 


but to follow suit and on May 14, 1938, recalled its Ambassador 
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within fifteen days rebellion in Mexico would occur and destroy 
61 
the government. Three widely separated foreign newsnapers 


- ¢ 
Gu. i , : - 
Boraces, El Petréleo Mexicano ...%Es "Cosa Robada?" 53, 


also predicted revolt. Paris Soir pointed out that each con- 
Flict between the oil companies and the government previously 
had precipitated revolution; the Houston Post declared that the 
situation was pvrecisely the sort which in the past had led to 
revolutions; and the London Times warned that financial inse- 


curity had aroused domestic opponents of Cardenas to the point 


62 


that they hoped for a quick revolutionary outbreak. 


2 
Tbid., 51; McConnell, Mexico at the Bar of Public Opinion, 


ee ed 


903; and The Times (London), March 29, 1938, p. 15. 


A leader for the widely anticipated revolutionary movement 
in Mexico was available. Saturnino Cedillo had a long record 
of participation in Mexican governments and revolutions. He 


had been a member of the Orozgquista movement against Madero in 
63 
1911 and had supported Victoriano Huerta in 1913. A sensitive 


cram —e | = : = 

| Mario Gill, Sinargquismo: Su Origen, Su Esencia, Su Mision, 
5, Gill (Carlos M. Velasco Gil) documents his rather sensa- 

tional work with purported photostatic copies of correspondence. 


Hereafter cited as Gill, Sinarquismo. 


general and a strong Catholic, Cedillo was Secretario de Agri- 


a 


cultura in the early months of Cardenas! presidency. Cedillo 

had resigned his position in the Cardenas! sovernment and had 
; oe 

retired to his large estate in San Luis Potosi prior to 1938. 


By 1938 his plans for a rebellion against Cardenas were openly 


64 


discussed. 


or Tia, , 5. See also H. P. Smolka, "The Mexican Conflict, 
in The Times (London), March 30, 1938, p. 15. Revolt of some 
sort was expected after expropriation despite the fact that 
all state governors convened in Mexico City, March 22, 1938, 
and under the leadership of the governor of Vera Cruz, Miguel 
Aleman, backed the federal government unanimously. See Thom- 
oo "The Mexican 011 Dispute," in Foreign Policy Reports, XIV, 
Lev 
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Cedillo, wealthy and with peon dependents available in 
large numbers, began to construct an armed force, at one time 


vb 
1@) 
rumored to number 15,000. Cedillo's military advisor was 
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65 . 
Charles A. Thomson, "Latin America for the Latin Ameri- 
cans!" in Foreign Policy Bulletin,. XVil.» ln 


oe nee eR. 
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Ernesto von Merek, police chief in San Luis Potosi during Ce- 


dillo's governorship and reputedly a member of the German Gen- 


fe. 


452 


" 


Oo 
eral Staff during World War I. Airplanes and contraband arms 


"Cardenas Rushes Men to Rebel Area," in The New York 
Times, May 26, 1938, p. 15. See also Strode, Timeless Mexico, 


345, and Gill, Sinarquismo, 45. 


were bought in the United States and Cardenas finally ordered 
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Espanola was active also in Latin America as the "Hispanidad" 


rt 


thesis was propagandized in Mexico. 3 The Spanish Hispanidad 


a es 


qi, Sinarquismo, 134. That more than coincidence link- 
ed the fascist movements in Europe and Latin America is evi- 
denced by the formation of the Rome-Berlin-Tokyo axis in 1940, 
the statement of Adolph Hitler that a new Germany could be cre- 
ated in South America, and the declaration of Franco that 
Svain's foreign policy was cedicated to the spiritual recon- 
quest of Latin America. See Kirk, Covering the Mexican Front, 
264. Moreover, after Japan attacked the United States in De- 
cember, 1941, and the Philippines fell, Franco awarded medals 
to the Falange Espafiola leaders in the Philippines, after the 
Emperor of Japan had declared Japan would never forget her debt 
to the Falange Espafiola there. See ibid., 291. See also Her- 
mann Rauschning, The Voice of Destruction, 63 ff. 


movement had its followers, as dic Sinarquismo, founded in 
May, 1937. Los Dorados (the Gold Shirts) was organized in Mexi- 
co with Nicolas Rodriguez as leader. The Falange Espanola also 


was active in Mexico with headquarters in Mexico City. 


* 

Verna Millan, Mexico Reborn, 241. See also Gill, Sinar- 
guismo, +5 ff.3 Miguel Magin Cervantes, La Revolucion Extra- 
viada, 202; and Kirk, Covering the Mexican Front, 279-283; 317. 


Cedillo enjoyed cordial relations with the German legation 


in Mexico City and warm correspondence between Von Merck, the 


German ambassador, and Cedillo was exchanged in September, 


75 


Ia37 Leon. Trotsky, 1m exile In Mexico, ‘publicly declared 
aS ERE ETS 
Vee 


Gill, Sinarquismo, 46. See also Millan, Mexico Reborn, 
2413 "Cardenas Rushes Men to Rebel Area," in The New York Times, 
May 26, 1938, p. 153 and Carrillo, The Mexican People and the 
Qil Companies, 28. 
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Carolina, News felt that Mexico was sacrificing beneficial 
relations with the United States to gain her own immediate and 
domestic ends, aiding the rampaging fascist cause in the pro- 


79 
cess. Hermann Rauschning himself heard Hitler declare that 
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WO 
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Ibid., 268, quoting the Greensboro, North Carolina, News. 
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Mexico was the solution to Germany's economic problems, Mexico 


with its wealth and lazy population crying out. for a master, 


80 
like Germany. The Houston Chronicle declared that Mexico was 


a7 ci ee ae 
Rauschning, The Voice of Destruction, 66-67. Rauschning 
also stated that. one of Hitler's acquaintances was Sir Henry 
Deterding of the Dutch Shell O11 Company (£1 Aguila). JIbid., 
Sf 
65. 
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the objective of two Old World ogres, fascism and communism, 
each attempting to bring the country under its sway and to set 


up a foothold in the Western Hemisphere from which to expand 


81 
and with each willing to bring on civil war to gain its end. 


8 
tp She » 223, quoting the Houston Chronicle. The Denison, 
eee, “Herald felt the same way about the situation, while the 
Santa Rosa, California, Republican and the Council Bluffs, 
Towa, Nonpareil thought Trotsky was guiding Cardenas in the 
formation of a communist state. See ibid., 217, 220, quoting 
the respective newspapers. 
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According to Gill, the Gold Shirts and Sinarquistas were 


both involved in the Cedillo rebellion and the opposition to 
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would organize a revolution, a Fascist revolution, in 
Mexico. Mexico is awfully close to us. Suppose they were 
to send planes and officers and guns and were to equip the 
revolutionists and get control of the whole of Mexico and 
thereupon run the Mexican Government, run the Mexican Army, 
and build it up with hundreds of planes. Do you think the 
United States could stand idly by ...? ... it is a long 
distance across the ocean. We would not be attacked from 
across the ocean, however, if they came from Mexico.... 
Spain is three days from Germany, and Mexico is only seven 
days from Germany. 


90 


The Public Papers and Addresses of Franklin D. Roosevelt 


with a Special Introduction and Explanatory Notes by President 
Roosevelt. 1938 Volume. The Continuing Struggle for Liberal- 
ism, 255-256. 


That Mexico might become another Spain was rather widely re- 


ee 
garded as a possibility. The evidence that fascist maneuvers 


| 


Marchand, L'Effort Democratique du Mexique, 182; Carrillo, 
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The Mexican People and the Oil Companies, 293; McMahon, Two 


Te er RE een nine enn aie nro eee erm et 


Strikes and Out, 19; Waugh, Robbery under Law, 74. 


ee —a 


were going on in nearly every Latin-American country was strong, 
but Mexico presented the most likely area for immediate action 
in 1938, The expropriation, coupled with the world situation 
in 1938, was, according to Ramon Beteta, the first event since 


the shooting of Maximillian to make Europe conscious of Mexico. 


2 
” Kirk, Covering the Mexican Front, 197. See also Shepard- 
son and Scroggs, The United States in World Affairs: 1938, p. 
270% 
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Hitler and Stalin were in Mexico working against all the other 
countries of the continent and that he would expel them if he 


were elasteae Both the C.T.M. and Mario Gill declared that 


99 


Hal Burton, tue Tee Seen Ripe for Rightest Revolt," in 
The New York Daily News, May 22, 1940, pp. 2, 11. 


Almazan visited Dallas, Texas, after his defeat by Avila Cama- 
CNG .in July, 1940, to confer with representatives of the oil 
companies concerning support for a revolution in Mexico. The 
re-election of Franklin Roosevelt as president of the United 
States in November, 1940, and the sending of Vice-president- 
elect Henry Wallace to Mexico to attend Avila Camacho's inau- 
guration were clear evidence that the Mexican government could 
continue to count on Roosevelt's support, according to Gill and 


the C.T.M. Almazan and the opponents of the government found 


, 96 
their hopes for revolution in Mexico again crushed. As late 


= 


Confederacion de Trabajadores de México, C. TM. 1936= 
1941, pp. 922 ff., and Gill, Sinarquismo, 62-63. 
’ ’ ginarquismdo y 


as 1945, however, Ezequiel Padilla, Mexican minister of Foreign 
Affairs, declared that opposition within Mexico to the interna- 
tional policy of the government was financed by "disciples of 


97 
Goebbels.” 
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La 
Ezequiel Padilla, Nuestra Politica. Internacional: Serie 
Problemas Nacionales e Internacionales No. 22, p. l 
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companies. 


Confederacion de Trabajadores de México, C.T.M. 1936- 
1941, De 597 * 


To carry out the Mexican objective meant, therefore, to 
sell to countries like the United States, England, or France 
directly or through independents--a difficult task with the 
co-operation of everyone concerned and virtually impossible 
without it. International sympathy with Mexico was rare. The 
campaign of the oil companies against Mexico was widespread and 


effective. In France and on the continent in general the anti- 


wt 2 © : ‘ CA 
Mexican drive was accompanied, according to Rene Marchand, by 


SS En 


rr | 

the most abominable calumnies imaginable. The Mexican govern- 7: 
4 ; ; 

Marchand, L'Effort Democratique du Mexique, 168. 


ment characterized the campaign as one based on lies and con- 


trary to all facts and figures, and an American commentator re- 


ie AS 
: = j 


marked that the drive against Mexico had probably never been 
5 
equalled for distortion and vituperation. ~ 


Seis Aflos de Gobierno al Servicio de México, 1938- 1940 
p...201,...and. Millan, Mexice Beborn, 200. 
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Since the companies after expropriation desired to regain 


their properties, they had no recourse after the failure of 
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as a result of the 


4-74 


to follow the advice of the Boston Transcript: 


Of course, we will not go to wars; but we may have to use 
the one other weapon which will force an adjustment. 
Large-scale economic reprisals, brutally employed, remain 
a possibility. They would soon prove effective. 


vi sonnils and : ; 
As quoted in McConnell, Mexico at the Bar of Public 
Opinion, 309. 


Immediately after expropriation, therefore, Mexico's expressed 
desire to sell oil only to the democracies was made impossible 
by the boycott of the oil trusts which controlled the import 


28 


markets in the democratic countries. 


ee EE 


28 


7 Lj : a rn > eeh/4 *. © a 
Confederacion de Trabajadores de Mexico, C.T.M. 1936- 
1941, pp. 597, 1031. See also H. P. Smolka, "The Mexican Con- 
flict," in The Times (London), March 30, 1938, PbekOx 
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Secondary boycotts also were levied against Mexico. Tetra- 
ethyl lead, a monopoly of Standard Oil, was denied Mexico, and 
Dutch Shell was accused in United States courts by Hastern 
otates Petroleum, dealing in Mexican oil, of threatening or 
commanding other companies to prevent their purchasing oil from 


wt! 


> nm ag et ° e s on * 
the plaintirf, Supply companies in the United States which 


29 R: : 
Weyl, Reconquest of Mexico, 305. See also H. Lauterpacht 
(ed. ), Annual Digest and Reports of Public International Law 
Case ses, Being a “Selection from the Decisions of ‘International, 


National Courts and Tri ibunals Given n During the Years 1938- 1940, 


pp. Passe ete “Hereafter cited as Lauterpacht (ed. ), rates _— 
gest, 1938-1940. 
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already existing with foreign oil companies and because of op- 
ful 

Fiend shire = z 

position by the British government, France's ally. Before 


os 


pai 
Ibid., 201. Betty Kirk declared that a private agree- 


ment between Mexico and a French banker, M. Descombes, for a 
large oil sale was blocked by British pressure when the problem 
of financing the deal arose. See Kirk, Covering the Mexican 
Front, 167. Boraces, El Petréleo Mexicano --- BES "Cosa Robada"? 
nt ae declared all sorts of pressures were brought on French 
merchants to dissuade them from buying Mexican oil. 


abandoning his efforts, the Mexican wrote the French Minister 
of National Defense in October, 1938, declaring that Mexico | 
felt that the advantage to French national defense of an oil 
supply free of the dangers of Mediterranean transit in case of 
war should offset any private interests opposed to the arrange-= 
ment. The official declared Mexico found it difficult to be- 

lieve that the arrangement between France and Britain was su- 
perior to the national defense needs of France which could best 
be met with Mexican oil. The Mexican official concluded his 
note with a warning to France that Mexico would have to permit 
other countries to build up war reserves with Mexican oil if 


France rejected the offer, reminding the French government that, 


Se 
ae 
7 d 7. = 


although Mexico wanted to sell to France, other governments had 


vs 
approached Mexico with offers to buy Mexican ofl.” The French 


iat 
2 
““Silva Herzog, Petréleo Mexicano, 202. 


government did not reply to the note. 


. 24 


As the oil industry did not collapse and production con- 


ra) 


the absolute necessity for a foreign market to take the 


surplus Mexican production became more urgent. Shut out of the 


| American, British, and French markets in 1938, Mexico turned to 


only available customers, even though they were anathema to 


53 


~~ 


her politically, Germany, Italy, and Japan. ~ Although numerous 


oes | 


oa 
» 
Shepardson and Scroges » rhe United States in World Af- 


fairs: 1938, pp. 256-257. See also Confederacién de Trabaja- 
Gores de México, C.T.M. 1936-1941, p. 1031. 


oat 


adventurers appeared in Mexico after expropriation, offering 


to market oil, most of them were without capital or were like 
the Miriam, and sent it to 


Tampico to load with oil, offering to pay twenty-five cents a 


| 
| 
barrel when the market price was ninety cents.~ Not until the (WJ 


Sleo Mexicano, 198-199. 


summer of 1938 did tankers begin to handle Mexican oil, despite 
oa 


° . / 
threats from Standard Oil, but then only at very high rates. 
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in the boycott of Mexican oil came when 


Davis, owner of a refin- 


ery in Hamburg and a student of Nazi barter-finance, had lost 7 
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11,900,000 metric tons in 1937 to 40,400,000 metric tons in 


1938.°> 


fe 
03 Th J J > iJ 
“League of Nations Economic Intelligence Service, Inter- 
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The drop in Mexican-American trade after expropriation 
contrasted with the rise of German-Mexican trade sharply enough 
by the end of 1938 to have become painfully evident to the Uni- 
ted States. While the United States share of trade with Mexico 
declined from 62.2% in 1937 to 57.7% in 1938, Germany's propor- 


64 
tion rose from 16% to 19%. As a matter of fact, Mexico had 


64 
Shepardson and Scroggs, Ihe United States in World Af- 


ee 


been trying to broaden her trade with Germany since late in 
1937 when Mexico announced that Germany had risen to second 
only to the United States in exports to Mexico and third in inm- 
wortere After expropriation, while American firms restricted 


ue 


rake iciare The Mexican Challenge, 72. 


56 


= = 2 2 2 oO 
credit to Mexican business, German companies expanded it. 
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Sis ft Reportage on Mexico, 293. One commentator noted 
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tankers carried great amounts of crude directly to Japan. 


a ee ee | 
: Anita Bradley, Trans-Pacific Relations of Latin America, \4 
78-79 ® 


By 1940 Japan's opinion of Mexico was that it was the most im- 
portant of Latin-American countries because of its production 


8 
of raw materials. Apparently seizing the opportunity present- 


Sere Covering the Mexican Front, 293. Kirk also declared 
that Japan tried to sabotage the Mexican-American agreement of 

1941 giving the United States exclusive purchase rights to all i: 
strategic materials. Kirk said that the Chinese claimed Japan i 
planned to use her fisheries fleet in a plot against the United 
States. At any rate, a mercury scandal was uncovered when it \14 
was revealed that the United States received only one thousand ib 
flasks of Mexican mercury when from four to five thousand had Ie 
been produced, the rest having been smuggled to Japan in oil J 
drums from Manzanillo. See ibid., 293-294. Even a branch of | 

the Mexican government felt that, war being inevitable between i 
the United States and Japan, the United States regarded Mexican 


ed by the boycott of Mexico, Japan expanded her commerce with 


: J ANU BS 
Mexico tremendously between 1938-1941: 


Imports from Japan (pesos) Exports to Japan 


1938 8,770,669 3, 590,976 
Ll i, 7,268,499 057 ney 
1940 17, 512,204 24, 043, 248 
1941 25,370,219 21,247 22 
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Secretaria de la Feonomia Nacional, Compendio Estadisti- 


co 1947, p. +9. 
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$2,500,000 (U.S.) in February, 1938, to only three hundred 
thousand dollars (U.S.) in April, 1935, leaving the industry 


to be supported by the domestic market, only 43% of the expro- 
5@) 
° * . O J s 
priated companies' business. The number of wells in production 
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standard Oil of New Jersey, Reply to Mexico, quoting 


a 


petition of Petréleos Mexicanos to Labor Board in July, 1940. 


eee Steer 


r : 


was cut down from 981 to 756 immediately after expropriation. 
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"Petrédleo," in Revista de Estadistica, I, 15. , 
The drép in production, both of erude and refined products, 


af 


was due solely to-sates reasons, for the Mexican workers proved a 


perfectly capable of operating the industry under difficult 


' 

° * ba} . Qo : { 
conditions and won praise even from their opponents for the way iF 
7 ; 4 2 + 4 | LO ra) ‘ 1 

the problems of production were handled. If it had been 


Kluekhorn, Ihe Mexican Challenge, 129, and Prewett, Re- 


portage on Mexico, 137. 
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thought that the industry would collapse after a couple of 


months of Mexican operation, the thought was completely errone- 
p 5 : 


Production was complecated,. however, by shortages of tech- 
i 5 9 


nical personnel, of materials for refineries, of indispensable 


equipment for exploiting deposits of oil. Particularly causing i" 
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1.60 pesos per barrel as production of crude dropped to 150,000 
barrels per day (average for the year) and exports of oil pro- 
ducts dropped 41% to 33,000 barrels daily (average for year). 
Total production of crude for 1938 fell to 38,467,000 barrels, 


18% below 1937. Producer wells declined to 606 in number, a 


fall of 41%. New drillings dropped to thirty-one holes of which 


only fifteen were producers and two oil fields shut down, to 
leave thirty-nine in operation. Value of crude produced fell 
to 154,157,219 pesos while income from internal sales was 
154,663,510 pesos, off slightly from 1937. Refinery production 
declined 47.75 points below the 1937 index (1920 = 100) while 
oil exports were valued at 79,000,000 pesos. But payments to 
workers rose to 57,107,559 pesos while the total number of wor- 
kers increased by July, 1938, to 14,825 persons, plus 2,990 
temporary employees, for a total of 17,815, an increase of 
1,920 over April, 1938. Wage benefits were at a rate of 


8 
5,016,701.41 pesos per month by July, 1938.> The Mexican 


I, 19; Noriega, Influencia de los Hidrocarburos en la Indus- 
trializaci6n de México, 203-204; Cuellar, Expropiacion y Cri- 


sis en México, ae "National Economy of Mexico," in Commercial 
} 


1941, p. 10693; Quintana, Mexican Oil--A Statement of Facts, 43 


Trueblood, "U.S. Urges Mexican Oil Settlement," in Foreign 
Policy Bulletin, “xXVili) 2, 
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22,000,000 pesos. The financial crisis facing Pemex was.pre- 
sented to Cardenas in January, 1940, with recommendations being 
made by the managers for a reduction in expenses by reorganizing 


Ly 
the industry. So began a new dispute in the oil industry be- 


Secretaria de Gobernacion, Seis Aflos de Actividad Nacion- 
al, 402; Silva Herzog, Petrédleo Mexicano, 264; Confederacion 
de Trabajadores de México, C.T.M. 1936-1941, pp. 1032-1033; 
advertisement of executive committee of the Sindicato de Traba- 


A RS o§ ERRNO 60 eg 


Burton, “Mexico Finds Oil Grab Was Gigantic Flop,” in New York 
Daily News, May 24, 1940, pp. 2, 10. 


tween the management of the nationalized oil business, the wor- ‘J 
kers, and the Mexican government, which occupied most of 1940. 
The report calling Cérdenas' attention to the crisis in 
Pemex was sent by Cortes Herrera, general manager of Pemex, to 
the President in January, 1940. In addition to pointing out 


the economic difficulties of Pemex, Cortes Herrera complained 


owns peer SS SSS He 


of managerial difficulties. Lack of discipline among workers 


resulted in zone and field offices refusing to send to the cen- 


tral management payroll sheets to justify increased expendi- 


SE Se e 


tures. Workers at Minatitlan refinery interferred in the oper- 
ation of the plant according to the director's plan and work 
was suspended with resulting damage to the plant, according to _ 
Cortes Herrera. Workers in Tampico refused to allow materials 
in warehouses to be shipped to other refineries, where they 


were needed, and the superintendent of the Tajen field arbitrari- 
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6 
Burton, "Mexico Finds 011 Grab Was Gigantic Flop," in 
New York Daily News, May 24, 1940, pp. 2, 10. 


in March, 1940, called a meeting of representatives of Pemex, 
Distribuidora de Pemex, and the Oi1 Workers' Union, reading 
them a memorandum which suggested a reorganization of the in- 
dustry to reduce its budget to its gross income, to cut admini- 
strative salaries, to abolish unnecessary positions, to elimi- 
nate overtime not absolutely essential, to stop payment of 


housing subsidies to workers earning over ten pesos a day, to 


ee ee 


abolish seniority as the basis for promotion, to cease the 
filling of vacancies not vital to production, and to permit 


the free movement of personnel at the will of the management. 


wT htea Saas B. Gaither, Expropriation in Mexico: The Facts 
and the Law, 176-177. See also Silva Herzog, Petroleo Mexicano, 
245, and Confederacién de Trabajadores de México, C.T.M. 1936- 
1941, p. 1030. 


Cardenas further recommended that transitory workers be reduced 
to 10% of the regular workers and the number of regular workers 
to the level of March 18, 1938, as a maximum. Field superinten- J 
dents, it was suggested, should be named from outside the local 
unions. Cardenas also reminded the 0il Workers! Union that all 
but a few posts in Pemex were in its hands, yet the union con- 


tinued to act as if it were struggling with the private oil com- 


panies. The President declared the profits of the industry 
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vacancies should be evaluated before being filled and not be 
filled if they were found non-essential. After ninety days, 
all vacancies occurring should be filled. Both parties agreed 


to an immediate reduction of transitory workers to a minimum. 


0 
Confederacioén de Trabajadores de México, C.2.M. 1936- 


1941, p. 1033. 


The general manager of Distribuidora de Petrdleos Mexi- 
canos, J. Silva Herzog, resigned August 6, 1940, in part be- 
cause of the exposure in the United States of the low prices 


61 
at which Pemex had been selling oil to foreign buyers, and 
ue ° 4 A. o 
Silva Herzog, Petrdleo Mexicano, 281. 


on August 8, 1940, Cardenas revoked the decrees establishing 
Distribuidora de Petréleos Mexicanos and the Administracion 
General del Petrdédleo Nacional, turning the work of both over 

to Petréleos Mexicanos. Pemex was now to be operated by a coun- 
cil of nine, five to be named by the President of Mexico and 
four to be named by the O11 Workers! Union. The President was 
to name the general manager and his assistant. 


™ 


ewpaerets Que Deroga Los Que Crearon la Distribuidora de. 
Petrdéleos Mexicanos y la Administracion General del Petrdleo 
Nacional y Modifica El Que Creé la Institucién Denominado Pe- 
tr6leos Mexicanos. México, D.F., 4 8 de Agosto de 1940," in 
Boletin de Minas y Petréleo, Octubre de 1939 & Junio de "1941, 


Dp. 230-239, 
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ed in its task as a result of which the government ordered Pemex 
to carry out the original orders to cut expenses. The oil union 
then voted a general strike in the industry and also declared it 
was going to withdraw from the C.T.M. The former executive con- 
mittee of the Oil Workers' Union had in the majority taken places 
in the nationalized oil industry and the new executive committee 
which succeeded had removed itself from close ties with the C.T.M. 
For a year or more the C.T.M. had no information concerning the 
developments between Pemex and the oil union. With the action 
of the Oil Workers' Union in the fall of 1940, however, the C.T.M. 
decided to intervene in the dispute since the C.T.M. originally 
had aided the oil workers in their struggle to nationalize the 
industry and the national union organization did not feel that 
the problem was exclusively one of the oil workers. Consequent- 
ly, the C.T.M. convoked an assembly of all the unions and nation- 
al federations of industry in the Federal District, Tamaulipas, 
and Vera Cruz. The convention met September 19-20, 1940, with 
the executive committee of the oil workers. As a result of the 
meeting an extraordinary commission of workers from the various 
unions was set up to aid in the immediate reorganization of the 
industry and to protect the interests of the union and the in- 
dustry as well, since the whole question touched serious poli- 


tical, economic, and international problems facing Mexico, 


Zo 


Confederacion de Trabajadores de México, C.2.M. 1936-1941, 
pp. 1030-1034, 


536 


6 
vention by the union. z Agreement was reached on the basis of 


 eonteceraeten de Trabajadores de México, C.2.M. 1936- 
1941, pp. 1035-1039. 


the negotiations, and the immediate crisis passed. 

While negotiations went on directly between Pemex, the 
government, and the C.T.M., the committee of experts to make 
the economic study of the industry requested by Pemex in July, 
1940, was not appointed. At the end of September, 1940, however, 
Enrique Sano, chief of the Department of Economic Studies of the 
Bank of Mexico; Miguel Manterola, economist and public accoun- 


tant; and José Lopez Portillo y Weber, petroleum engineer, were 


named. Their report, presented to the Labor Board on October 

31, 1940, was not made public, but, according to Silva Herzog, 

it declared that new explorations were necessary to assure the 

life of the industry which was exhausting existing pools of oil; 
that great quantities of gas were still wasted in the oil fields; 
that the division of the industry into numerous districts, re- | 
gions, groups was not justified in the consolidated, national \4 
organization; that the percent of crude treated in refineries, 
1938-1940, was below that of 1936-19393; that total exports of i 
crude and derivitives decreased 27.5% in 1938-1940 below that of 
1936; that crude exports in 1936 were only 27.8% of total petro- 


leum exports but were 68% in the first six months of 1940; that 


exports of refined gasoline decreased from 17% of exports in 
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2 , 
"Envision de Bonos por 100 Millones de Pesos," in El Uni- 
versal, March 28, 1938, p. 1. See also Thomson, "The Mexican 
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The effort to float the loan was a failure and it was cancelled. 


REED, ASTOR RR REE ND A A REE ER A EEE SD AND TAT A 


ple, and even the hierarchy of the Mexican Catholic Church au- 

thorized the taking up of contributions in the churches. By 

mid-August, 1938, about 2,200,000 pesos were raised by that 

means. All members of the C.T.M. were urged to contribute five | 2 


pesos each to the national loan, also.” ee 


 eienubeece and Scroggs, United States in World Affairs: 
1938, p. 241. See also Thomson, "The Mexican 0il Dispute," in M 
Foreign Policy Reports, XIV, 127, and the Confederacion de Tra- lf 
bajadores de México, C.T.M. 1936-1941, p. 598. Evelyn Waugh iF 
in his Robbery under Law, 119, contended that the voluntary 
loan was a propaganda maneuver in which the government lent 
cattle to the peons around Mexico City one day with the under- 
standing that the next day they would be driven in to the capi- 


| 
tal and donated to the government. 4 
i 


None of the early efforts to raise funds to pay for the 
expropriated properties produced any quantity of cash even re- i 
motely near the least of the estimated values of the industry 
and it was evident that payment would have to be deferred and 
paid at the smallest possible amount, if compensation were to 
be made at all. In her diplomatic correspondence with both 
Britain and the United States, Mexico made it clear in the 


spring of 1938 that she sincerely intended to pay, but only a ‘a 


sum she regarded as equitable and within a period determined 
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paces. The Mexican Oil Seizure, 36, and Standard Oil 
of New Jersey, Present Status, 66. 


basis of further discussion, presented to the State Department 
January 26, 1939, were (1) that a long term contract providing 
for operation of the expropriated properties by the respective 
companies without any claims, restrictions, or obligations not 
specified in the contract be drawn up; (2) that a fixed sche- 
dule of rates determining all taxes and other payments be set 
up for the duration of the contract; (3) that a reciprocal 
guarantee of reasonable and vractical labor obligations be 
given for the life of the contracts; (4) that provision be made 
for reimbursement of the companies for losses sustained during 
the interim of expropriation; and (5) that on the expiration 
of the contract all claims and interests of the companies in 
producing properties escheat to the government of Mexico with- 


0 
out further payment to the Bsuginaet™ The plan was presented 
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0 
3 Standard Oil of New Jersey, Present Status, 67. See 
also Leven, Done in Oil, 288. 
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to the Department of State for approval and then to Mexico's 


ambassador to Washington, Castillo Najera. 


oe 


Standard Oil of New Jersey, Present Status, 67. 
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68 ak ek sae ; 
Thomson, .“The Mexican 011 Dispute,“ in Foreign Policy 
RepOrcs, 22’, EF .e=i nee 


The guesses at the value of the oil industry and the size 
of the actual investments in it continued in 1936. El Aguila 
declared that capital in the industry in 1936 was 273,538,452 
pesos (approximately 75,000,000 U.S.), but in general the oil 
companies seemed to be valued in 1936 at 346,211,748 pesos 
(96,169,930 U.S.), including cash, foreign credit, and fixed 


Va 
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assets. Marchand valued the lands of the companies at an 
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69 eign 
El Aguila, The Mexican Oil Strike of 1937 (May 28-June 9), 
p. 663 Manterola, La Industria del Petrdleo en Mexico, Lis Teja 


Democratique du Mexique, 72. 
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additional 108,000,000 pesos, making his total in 1936 some 
454,211,748 pesos (126,164,930 U.S. )3; Mexican writers on the 
subject did not value the lands at so high a rate since Mexico 
denied any obligation to compensate for more than the surface 
lands owned with fee simple title. Moreover, Moises Saenz de- 
clared that much of the expropriated land was purchased at 0.50 
(U.S.) per acre. Bach and De la Pefia argued that between Janu- 
ary, 1937, and March, 1938, the value of the properties was cut 
at least twenty million pesos by amortization and depreciation. 


Moreover, they declared that the liquid capital of the companies 
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pesos (31,361,080 U.S.), of which the American companies had a 
small share since they had not made new investments but had ex- 


2 
ploited only proved Fields.’ But El Aguila, in the New York 


2 
Bureau of Information of the Mexican Government, Oil: 
Mexico's Position, 2=3. 


Times, was declared alone to be worth $250,000,000 (U.S. ) 
(900,000,000 pesos), including concessions in the value. An 
indignant contributor to the "Letters to the Editor" section of 


the London Times stated that British oil property lost by expro- 


priation amounted to eighty million pounds (400,000,000 U.S. or 


1,440, 000, 000 ee The properties of the American companies 
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were said to have a value of two hundred million dollars 
(720,000,000 pesos) by press releases, although more conserva- 
tive estimates calculated their worth as between $125,000, 000- 
175,000,000 (U.S.). Standard Oil of New Jersey alone claimed 


, 4 
to have lost $22,000,000 (U.S.) in the donc petioektaen 


by 

Ys Thomson, "The Mexican Oil Dispute," in Foreign Policy 
Reports, XIV, 1303; "Oil: The Blue Chip Game," in Time, the Week- 
ly Newsmagazine, XLIX, 50. 
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Pruebas de la Amistad," in El Excelsior, November 20, 1931, p. 

4, The Mexican eovernment even revised the law enforcing Arti- 
cle 27 in February, 1941. Avila Camacho reversed Cardenas! 
prinei pie of exclusive state development of petroleum wealth 

and requested the enactment of a new law opening participation 
to three groups: (1) government institutions granted concessions, 
(2) the federal oil organization, and (3) private individuals 

or companies furnishing capital for mixed corporations controlled 
by the government. Foreigners could participate in the third 
group if they operated as Mexican citizens and abandoned extra- 
territorial privilege. Stock issued by such corporations would 
have to go to fully identified individuals accepting the terms 
listed. See Kirk, Covering the Mexican Front, 183-184, and 

Avila PamBena, To’ the Second National Congress of the q I.M. 

To the 1941 Graduating Class of Teachers. Speeches. National 
and International Problems Series No. 3, p. ll. See also The 
Mining Laws of Mexico; Luis Mufioz (ed. hs Codigo Civil Prontuario 
19463 and nd "Reglamento de la Ley del Petroleo de 26 de see ery 
de 1940," in Boletin de Minas y Petrdéleo, Octubre de 1 

Junio de 1 Qk] jo DD» 42s 


The first fruit of the rapproachment was the agreement of 
April, 1941, by which Mexico permitted American military planes 
to fly over Mexican territory and to utilize Mexican airfields 
for landing and servicing on the way to spice, Finally on 
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BFS 
‘Whitaker (ed.), Inter-American Affairs, 1941: An Annual 
Survey, No. 1, p. 68, and Bemis, The Latin American Policy of 
the United States, 348. 
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November 19, 1941, came the announcement of the comprehensive 


86 
settlement of claims, which also provided for the evaluation 
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86 
pee above, Chapter VI. 


of the expropriated oil properties. The agreement was the re- 
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sult of negotiations carried on between the United States and 
President Avila Camacho and Ezequiel Padilla since November, 


8 8 
1940, according to El Excelsior. é It provided: 


Q 
"The Conflict Created by the Petroleum Expropriation Has 
Also Been Settled," in El Excelsior, November 20, 1941, p. 1. 
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1. Each of the Governments will appoint, within the thir- 
ty days following the date of this note, an expert whose 
duty it shall be to determine the just compensation to be 
paid the nationals of the United States of America whose 
properties, rights or interests in the petroleum industry 
in the United Mexican States were affected to their detri- 
ment by acts of the Government of Mexico subsequent to 
March 17, 1938. Nevertheless, the provisions of this note 
do not apply to properties, rights, or interests which may 
have been included in any arrangement ... concluded between 
their owners ... and the Government of the United Mexican 
Sta VES 2% 2s 

6. The experts shall have full access to all records in 
the possession of the Mexican Government, as well as to 
the o11 fields, lands, installations, offices, buildings, 
and any other properties whatsoever involved directly or 
indirectly in the evaluation.... 

9. The experts are required to examine and appraise all 
the proofs obtained directly or that may be submitted to 
them. They shall not take into account any specific evi- 
dence submitted ex parte when the person or institution 
submitting it refused in connection with it to furnish per- 
tinent complementary evicence.... 

10. The experts shall complete their work within five 
months from the date of this note.... 

11. The experts shall fix equitable interest upon the in- 
demnity compensation they find dues; this interest will 
aovply from the date fixed by these experts up to the time 
of payment. | | 

12. Both Governments agree to consider unappealable the 
joint report resulting from the agreement of the experts, 
and in consequence, as definitive, the compensation and 
interest fixed in such report.... 

16. The two Governments shall agree upon the manner and 
conditions of payment of the compensation found to be due 
to the affected United States nationals.... Such payment 
shall, however, be completed within a period of not more 
than seven years. 
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